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ABSTRACT 
 
The small business sector is growing rapidly worldwide.  It has been noted that the small 
business sector plays a vital role in the social as well as the economic development of the 
country.  However this has brought about some challenges with regards to tax compliance.  
Within the Eastern Cape there is a vast difference in customer base, with some taxpayers 
being illiterate the non-compliance challenge becomes rather a critical focus.  The limited 
tax knowledge within the small business sector as well as the complex tax language has 
contributed to small businesses being tax non-compliant.  It is for this reason that this 
study became apparent. 
 
The primary objective of this study is to identify the variables to improve tax compliance for 
the small business segment by investigating the determinants of effective communication.  
More specifically this study will investigate the influence of communication channels, 
communication frequency, Information Technology Communication and tax education on 
tax compliance. 
 
To achieve the primary objective of this study, secondary and primary research was 
undertaken.  The positivistic research methodology was adopted as relationships were 
tested as well as it emphasised the quantification of the data collected and analysed.  Four 
determinants of effective communication (Communication Channels, Communication 
Frequency, Information Technology Communication and Tax Education) served as the 
independent variables, while Perceived Success of Tax Compliance served as the 
dependent variable.     
 
The majority of respondents were females with a 61% representation and males 
represented 39% of the responds.  Most respondents were between the ages of 36 and 45 
years, the age group profile depicts the diversity of the maturity levels within the 
respondents.   
 
   
vi 
 
From the descriptive statistics it was observed that the majority of the respondents agreed 
that their businesses were tax compliant.  For the independent variables, the reported 
average mean values ranged from 3.03 to 3.97 with the highest mean value being 
reported for the variable of Tax Education and the lowest score reported for 
Communication Frequency. 
 
In accordance with the literature review and the findings from the empirical data obtained 
and analysed in this study, it can be concluded that tax compliance is a function of many 
variables.  The study has revealed that the determinants of effective communication that 
were identified as independent variables have an impact on the perceived success of tax 
compliance.  In other words, an increase in the independent variable will lead to an 
increase in the level of tax compliance. 
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Tax compliance, effective communication, communication channels, communication 
frequency, information technology communication, tax education 
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CHAPTER ONE 
INTRODUCTION AND BACKGROUND TO THE STUDY 
 
 
1.1. INTRODUCTION  
The small business sector is growing rapidly worldwide.  It has been noted that the small 
business sector plays a vital role in the social as well as the economic development of the 
country.  (Ahmed & Braithwate, 2005; Smuddlers, 2006). 
 
According to Nyamwanza, Mavhiki, Mapeter and Nyamwanza (2014), the unemployment 
level in Zimbabwe is more than 87% and due to job losses the informal sector has grown 
rapidly, as more Zimbabweans are employed in this sector.  Nyamwanza et.al. (2014) 
mentioned that despite being major employers, the majority of the small businesses are 
not contributing meaningfully to the treasury.  This means that the majority of the 
Zimbabwean small businesses are not fulfilling their tax obligations and therefore are non-
compliant.  It has been highlighted that Zimbabwean Revenue Authority (ZIMRA) need to 
focus on giving small businesses more formal tax education to improve the understanding 
of tax obligations and compliance.  (Nyamwanza et.al., 2014). 
 
Smuddlers (2006) has mentioned that tax regulations are seen as a constraint to the small 
business growth due to the costs of being compliant.  In other words it is too costly to be 
tax compliant due to the tax regulation complexities.  This contributes to a large number of 
small businesses that are being non-compliant.  Ahmed and Braithwaite (2005) in their 
study have concurred that opportunities for tax evasion are high in the small business 
sector and this is attributable to administration and tax levels.  It becomes apparent that in 
the developing countries the complexities of tax regulations are inhibiting the small 
business sector to become tax compliant. 
 
In South Africa it is no different.  South Africa has a high rate of unemployment and as 
result of unemployment more South Africans are embarking on self-reliance strategies by 
starting their own businesses.  In other words more people are realising that in order for 
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them to survive in the stringent economic times, one need to make use of all the resources 
within their control.  More people are becoming entrepreneurs and thus creating 
employment for other South Africans.  It is for this reason that the government has 
acknowledged the importance of the small business segment.  However this has brought 
about some challenges with regards to tax compliance.  In South Africa within the Eastern 
Cape there is a vast difference in customer base, with some taxpayers being illiterate the 
non-compliance challenge becomes rather a critical focus.  The limited tax knowledge 
within the small business sector as well as the complex tax language has contributed to 
small businesses being tax non-compliant.  It is for this reason that this study became 
apparent.  Furthermore taxpayers are putting pressure on the South African Revenue 
Service (SARS) to make it easier for small businesses to meet their tax obligations. 
 
The SARS mission is to optimise revenue yield, facilitate trade and enlist new tax 
contributors by promoting awareness of the obligation to comply with South African tax 
and customs laws, and to provide quality and responsive service to the public.  It therefore 
becomes obvious that SARS will need to be responsive to the needs of the taxpayers.  
(SARS, 2015).  This study will thus explore ways that can be devised by SARS to 
communicate better with the taxpayers particularly the small business segment, 
construction and/or low cost housing.  This means that SARS communication will be 
tailored and made simpler and easier to understand for the small business segment which 
in turn will help the small businesses improve their tax compliance. 
 
According to Jones and Keppler (2008) organisations are competing on the basis of 
service; service therefore is of utmost importance to any organisation.  Customer service is 
of utmost importance for SARS as well even thou there is no competitor for SARS in that if 
taxpayers are not getting the excellent service from SARS they may opt not to fulfil their 
tax obligations and thus increase tax non-compliance.  When a customer is making a 
request that is the first step of customer service (Jones & Keppler, 2008).  The 
acknowledgement of the customer request and communicating with the customer with 
empathy is described as good customer service.  In other words customers like to feel 
valued and appreciated and it is for the suppliers to make that customer experience 
delightful.  This implies that the supplier might need to implement good communication 
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skills in order to demonstrate good customer service.  It is vitally important to have a 
precise understanding of what the customer is requesting.  The latter can be achieved by 
seeking clarity when one is unsure, one will need to pose questions which are specific 
rather than general.  (Jones & Keppler, 2008). 
 
In order for an organisation to be responsive to customer needs, they need to understand 
their customers well.  Understanding the customers will assist in the effective 
implementation of programmes timeously.  This is made possible by collecting the data 
and analysing the customer trends and behaviour and thereafter the data will be turned 
into useful knowledge that will help understand and be able to predict future customer 
behaviour.  There are different corporate bodies with a mandate to develop small 
businesses, Eastern Cape Development Corporation (ECDC), Small Business Enterprise 
Development Agency (SEDA) just to name a few.  This study will also focus on liaising 
with these corporate bodies so as to get more information pertaining to small businesses.   
 
In this research a background to the study will be provided.  A literature review of the small 
business segment and its importance thereof will be discussed; a literature on tax 
compliance levels of the small business segment will also be addressed.  The theoretical 
model and the research methodology that will be used in this study will be discussed.  
Lastly the empirical results will be presented, conclusions will be drawn and 
recommendations will be made. 
 
1.2. BACKGROUND TO THE STUDY 
According to Ahmed and Braithwaite (2005) small businesses have a highly hesitant 
attitude towards the payment of taxes.  Also the authors have indicated that the 
administration (reporting and record-keeping) is onerous, and tax compliance costs are 
generally regarded as high (Chittenden, Kauser & Poutziouris, 2003).  Thus small 
businesses are more probable to experience taxation as an agonising loss (Kamleitner, 
Korunka & Kirchler, 2012). 
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It appears that there are more chances that small businesses will not fulfil their tax 
obligation and thereby evasion will be high (Kamleitner et.al., 2012).  Kamleitner et.al. 
(2012) further expressed that paper trails and third party oversight can be avoided by 
using cash payments for a high volume of transactions.  Small businesses aspire to 
conform to the tax law and as a group, take pride on being law-abiding citizens (Ahmed & 
Braithwaite, 2005; Tax Advocate Service, 2012). 
 
Tax laws and regulations are believed to be complex.  Grant Thornton has conducted a 
study whereby they investigated the trends and opinions of small businesses.  The results 
of this study indicated that rules and regulations are the greatest restriction to expansion of 
business in South Africa (Grant Thornton, 2006).  This challenge is not only applicable to 
South African businesses only, the international research in this field to date shows that 
tax regulatory compliance costs are high (Atawodi & Ojeka, 2012).  One of the factors that 
contribute to the high tax compliance costs is the payment of tax practitioners.  Small 
businesses do not have time and/or expertise to deal with the complexities of taxation 
(Abor & Quartey, 2010).  Therefore there is a need to look into simplifying the tax 
language so that small businesses can understand their tax obligation.  The latter can be 
done by getting to know the small business segment better whereby their challenges that 
lead to high level of tax noncompliance can be understood and addressed (Nyamwanza 
et.al., 2014).    
 
Small businesses play a critical role in the country’s economic development.  Arendse, 
Karlinsky, Killian and Payne (2006) utters that small businesses are acknowledged as an 
important driver of economic success.  This stems from the fact that small businesses 
create jobs for low skilled labour.  Small businesses contribute 36.1% of the country’s GDP 
and employ 68.2% of the labour force.  There has been a rapid growth in employment by 
small businesses over the last few years.  Arendse et.al., 2006).  Government has noted 
the growing importance of small business sector as a result unlocking the small business 
sector’s potential is listed as a strategic priority.  This strategic priority is an indication that 
the small business sector needs to be nurtured and simplifying the tax laws through 
effective communication is one of the options.  In other words the tax language will be 
simplified so that it can be understood by the small businesses. 
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The researcher anticipates that more studies will emerge and form basis from which to 
compare South African taxation situation with other international studies of a similar 
nature.  This study as well as similar studies can result in more effective tax system in 
South Africa. 
 
Small businesses include medium size businesses as well.  When conducting this study it 
will rather be a challenge to differentiate between small and medium sized businesses.  A 
definition of small business will therefore be necessary.  Clarity with regards to what 
effective communication is will be provided within the context of this study. 
 
From the literature that has been reviewed, it was established that there has been some 
focus on small businesses and their tax compliance but these are very limited.  These 
studies have focused on the factors that affect the tax compliance of small businesses.  
This study aims to improve tax compliance for the small business segment by investigating 
the determinants of effective communication.  More specifically this study will investigate 
the influence of communication channels, communication frequency, Information 
Technology Communication and tax education on tax compliance of the small business 
segment.  Future research might look at some critical areas namely: definition of tax 
compliance, survey of the small business development agencies and survey of small 
businesses per sector to establish the actual compliance levels. 
 
1.3. LITERATURE OVERVIEW 
A brief literature review of the definition of tax compliance and its importance thereof will 
be provided in this section.  Furthermore previous research on small business tax 
compliance as well as factors that influence small business tax compliance will be 
highlighted.    
 
It is essential for taxpayers to comply with the tax laws by remitting all taxes that are 
legally due.  Therefore tax compliance refers to the degree at which a taxpayer complies 
with the tax rules and/or regulations of his country (SARS, 2015).  In other words tax 
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compliance is the degree at which a taxpayer meets their tax obligations.  For example by 
declaring income, filing a tax return, and paying the tax liability timeously (Marti, 2010). 
 
1.3.1 THE IMPORTANCE OF TAX COMPLIANCE 
Tax compliance is a legal requirement for the citizens of the country.  Collecting and 
paying taxes creates a valuable revenue stream that the government of the country 
depend on.  Revenue collection makes a positive contribution to the fiscus. (SARS, 2015).  
The latter implies that the government will have money to fund its spending.  By meeting 
tax obligations citizens are enabling the government to improve on the infrastructure as 
well as the economy of the country (Abrie & Doussy, 2006).  The more money the 
government have on its coffers the more it will be able to provide shelter for some people, 
build schools and hospitals, build the roads, etc. (SARS, 2015; Atawodi & Ojeka, 2012). 
 
There are financial consequences for non-compliance.  It becomes rather expensive not to 
comply with tax regulations in that once the non-compliance is detected heavy penalties 
are imposed.  Even with those heavy penalties non-compliance is still high which then 
leads to the next discussion on the factors that have an influence on non-compliance. 
(SARS, 2015). 
 
1.3.2 FACTORS INFLUENCING SMALL BUSINESS TAX COMPLIANCE 
Over the years, various governments have put more emphasis on trying to increase the 
level of tax compliance.  This has been done by adopting a strict attitude towards all 
taxpayers and by applying laws and regulations to sanction and fine evaders.  These 
enforcement means proved to be futile.  In order to increase the amount of taxes collected 
a need for change has become inevitable.  Several studies have identified a need to 
understand the reasons which drive compliance decisions.   (Batrancea, Nichita & 
Batrancea, 2012). 
 
A couple of factors affecting tax compliance have been identified.  The factors that have 
been identified partly reflect the social and economic environments and are partly 
business-related.  The educational level, the general tax morale in the country, and the 
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fear of the tax authority can also be important factors.  Research carried out by the OECD 
(2004) has highlighted the following list of key determinants for the tax compliance 
behaviour of businesses: 
 
 Business profile: Structure, size, financial data, etc. 
 Industry factors: profit margins, cost structures, industry regulations, etc. 
 Sociological factors: Attitude to government, education level, etc. 
 Economic factors: Tax systems, government policies, etc. 
 Psychological factors: Greed, risk, values, sense of duty, etc. (OECD, 2004) 
 
The factors that influence the small business tax compliance will be discussed further in 
Chapter Two. 
 
1.3.3 PREVIOUS RESEARCH ON SMALL BUSINESS TAX COMPLIANCE 
According to Saipa (2016) for the 2010 tax year only 28% of assessment for companies 
regarded as being liable to file was issued on time and therefore corporate income tax 
compliance came under fire.  This is in comparison with prior years, the percentage of 
assessment was 54,6% for 2007, 44,5% for 2008, and 37,5% for 2009.  It is for this reason 
that SARS developed a new ITR14 return and other modernization that will ensure that all 
registered companies will in future file an annual return, even if the company is dormant. 
(Saipa, 2016). 
 
There are a lot of companies that are issued with Tax Clearance Certificates (TCCs).  
However tax clearance certificates still remain a thorn in SARS' side, dealing with 
corruption and the many taxpayers finding ways to defeat the system and intended result 
(SARS, 2015).  The SARS strategic plan 2015/2016 highlighted that in actual fact, the tax 
clearance certificate does not prove tax compliance; instead the taxpayer at that point in 
time had no outstanding amounts and/or returns.  This has led to SARS considering 
alternatives and further development to address the ongoing tax compliance. 
 
The SARS Strategic Plan for the next five years has been released by the SARS 
Commissioner.  The plan has made it clear that SARS will drive tax compliance as a key 
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component of meeting the growing demand on revenue collections.  Amongst the high-risk 
areas that SARS has identified is the small business sector.  (SARS, 2015).  
 
1.4. PROBLEM DEFINITION 
The South African Minister of Finance, Nhlanhla Nene, in his speech to SARS (2015), 
stated that the only way to a stable and secure future for South Africans is to unlock the 
potential of the economy of the country.  The National Development Plan (NDP) indicates 
that there is a need to achieve growth rates of more than 6% to achieve the national 
requirements of increasing job creation and reducing unemployment.  The Minister further 
mentioned that all role players need to play their part in order to place the economy onto a 
more vigorous growth path.  The latter statement concurs with the 2015 Budget Review 
that stated the need to acknowledge the realities facing the country which can help 
government, labour, civil society and business to focus on the work that can be done today 
to build the future.  (SARS, 2015). 
 
Some strategic priorities to be pursued have been identified amongst which is unlocking 
the potential of small businesses (SARS, 2015).  Therefore SARS has to find ways to 
broaden the tax base by identifying new sources of revenue and by being more assertive 
in ensuring that all South Africans who are liable to pay tax meet their legal obligations 
fully and timeously (SARS, 2015). 
 
In many areas of administration in SARS there has been a significant progress over the 
past decade; however there are still many challenges (SARS, 2015).  According to the 
SARS strategic plan 2015/2016 there are risks that are facing SARS such as revenue 
collection and compliance goals that are threatened by the global and local economic 
climate, the behaviour of taxpayers towards compliance in response to this climate.  When 
dealing with SARS taxpayers are expecting fairness and equity as well as they are 
expecting better use of the revenue collected through taxes to improve service delivery.  
SARS is getting pressure from taxpayers to simplify the requirements of meeting the tax 
obligations for South Africans.  This implies that SARS need to make their processes as 
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well as communication more client-friendly so that even the layman can understand and 
be eager to fulfil their tax obligations (Nyamwanza et.al., 2014). 
 
According to Sinn and Karavos (2010) effective communication is very important for 
businesses.  Technology has made communication much easier and organisations have 
the data and software to ensure effective communication.  A fundamental problem is 
created when the reader does not understand the message, simply disclosing the 
information does not mean it has been effectively communicated (Sinn & Karavos, 2010).  
SARS is also faced with this challenge whereby information is not understood by 
taxpayers due to the complex tax language (Batrancea et.al., 2012).   
 
Landman and Angelopulo (2006) stated that effective communication forms basis of 
maintaining strategic relationships with customers.  Furthermore the authors mentioned 
that it is beneficial for organisations to maintain healthy relations with customers as these 
relationships yield positive outcomes: reduced costs of attracting customers, value added 
advantage opportunities exist and increased customer loyalty (Landman & Angelopulo, 
2006).  This approach is customer-centric whereby an organisation seeks long-term 
business relationship with customers.  These customer relationships benefit the 
organisation with a more effective organisational planning.  There are also benefits for the 
customer for example they will have a better understanding of the business processes and 
customers will be kept abreast with where the organisation is heading (Landman & 
Angelopulo, 2006).   
 
SARS can benefit by maintaining strategic relationships with small business owners in that 
SARS will get to understand the small business segment better.  SARS will share a 
platform with small businesses where the will be engagements on challenges such as tax 
compliance and how to overcome or combat the non-compliance in order to grow the 
economy of the country. (Nyamwanza et.al., 2014). 
 
In light of the above, it becomes apparent that research into the area of small businesses 
with regards to improving tax compliance is required.  The problem statement of this study 
is thus to explore ways to improve tax compliance for the small business segment by 
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investigating the determinants of effective communication.  Emphasis will be on 
investigating the influence of communication channels, communication frequency, 
information technology communication and tax education on tax compliance. 
 
1.5. RESEARCH OBJECTIVES 
The following section will present the primary objectives as well as the secondary 
objectives of the study. 
 
1.5.1 PRIMARY RESEARCH OBJECTIVE  
The primary objective of this study is to identify the variables to improve tax compliance for 
the small business segment by investigating the determinants of effective communication.  
More specifically this study will investigate the influence of communication channels, 
communication frequency, Information Technology Communication and tax education on 
tax compliance. 
 
1.5.2 SECONDARY RESEARCH OBJECTIVES  
The following secondary objectives have been formulated in order to give effect to the 
primary objective of this study: 
 To conduct a critical literature review to obtain information on the variables being 
explored 
 To provide an overview of the small business segment 
 To provide an overview of the importance of tax compliance  
 To identify and implement the appropriate research methodology and research 
methods for the study in order to assist the achievement of the overall primary 
objective 
 To construct a questionnaire for collection of empirical data 
 To distribute questionnaires to small business owners 
 To capture the data on Excel computer software programme 
 To analyse the data using a computer software programme 
 To interpret results and draw conclusions  
 To present recommendations based on the findings 
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1.5.3 RESEARCH QUESTIONS  
Based on the research objectives, a number of research questions have been formulated, 
namely: 
 What is the nature of the environment in which these SMMEs operate? 
 What are the tax requirements for small businesses? 
 What is the level of tax compliance within the small business segment? 
 What factors contribute to small business tax compliance? 
 What is the effect of communication towards tax compliance? 
 What are the techniques that can be used to improve SARS communication with 
the small business sector? 
1.6. RESEARCH DESIGN AND METHODOLOGY 
To achieve the primary objective of this study, secondary and primary research will be 
undertaken. The latter entails research design, methodologies and methods. 
 
1.6.1 SECONDARY RESEARCH 
An extensive literature review on the various variables being explored will be conducted.  
The secondary sources that will be studied include academic journals, dissertation 
abstracts, books and information from Internet websites.  Secondary data will be obtained 
from national as well as international data searches done by the Library of the Nelson 
Mandela Metropolitan University and to date include: EBSCO: Master File premier, 
Business source premier and Academic source premier; Sabinet databases; ISAP 
(National library of South Africa).  The secondary data gathered will be presented in two 
literature chapters (Chapter Two and Chapter Three) which will focus on providing the 
overview of the small business segment as well as the tax compliance levels.    
 
 
1.6.2 PRIMARY RESEARCH 
This section will focus on identifying the appropriate research model to be adopted in this 
study. The population sample, data collection, and data analysis will also be looked at in 
this section. 
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1.6.2.1 Research design 
Research design is the general plan that indicates the manner in which the desired 
information will be gathered and evaluated (Kumar, 2002).  Collis and Hussey (2003) 
describe the research design as detailed plan to provide guidance and focus. The 
research methodology to be adopted in a study is dictated by the research design. 
 
1.6.2.2 Research methodology  
Research methodology encompasses the overall process of the research.  It addresses 
what methods are available and how results will be obtained.  It comprises tables, charts 
and organised narrative. (Zikmund, Babin, Carr & Griffin, 2010). The research 
methodology requires that a choice be made between quantitative research and qualitative 
research.  The quantitative paradigm is known as positivistic, objectivist, scientific, 
experimentalist or traditional research, while the qualitative paradigm is known as 
phenomenological, subjectivist, humanistic or interpretive research (Collis & Hussey, 2003; 
Cooper & Schindler, 2008). 
 
Specific data from large numbers of participants is examined appropriately by quantitative 
research, for testing hypotheses (Kothari, 2004).  This approach entails answering very 
structured questions by large samples of the target population.  Hence, its results are valid 
and reliable.  According to Creswell (2009) quantitative research focuses on what 
respondents intuitively know and of which they have facts.  Where relationships between 
research and theory are tested it is a deductive strategy. 
 
According to Collis and Hussey (2003) quantitative research can be cost efficient and easy 
to collect, as it is often done by means of questionnaires, which can be faxed or emailed.   
Another method used to carry out quantitative research is through census surveys.  These 
surveys assist in collecting information for governments throughout the globe (Collis & 
Hussey, 2003).  Quantitative research however guards against failure to research a topic 
in greater detail through probing and understanding of respondents’ attitudes, motivations 
and behaviour.  It is deficient as personal biases and interpretations of researchers are 
seldom discussed as the researchers are in the background. (Kothari, 2004; Cooper & 
Schindler, 2008). 
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Qualitative research focuses on seeking out and understanding the complexities 
surrounding the underlying causes of behaviour (Creswell, 2009).  This approach entails 
small samples of the target population.  The aim of the phenomenological paradigm is not 
to test existing theories but rather to emphasise content and to develop new theories.   
According to Collis and Hussey (2003) there are different types of methods available to 
conduct qualitative research.  The most widely used are interviews, observations and 
focus groups. 
 
Kothari (2004) emphases that qualitative research takes into account the context in which 
people talk, as voice of participants are directly heard.  However, methods used when 
adopting a phenomenological approach are high on validity.  A variety of experts who 
approach the research problem from a different perspective can question the validity of 
qualitative researchers’ findings.  The findings cannot be statistically analysed with precise 
estimations (Kothari, 2004).  
 
For the purposes of this study a positivistic approach will be adopted as relationships will 
be tested as well as it emphasises the quantification of the data collected and analysed.  
In a study the research methods to be employed are determined by the research 
methodology adopted.  In Chapter Three a more detailed discussion of the research 
methodology will be provided. 
 
1.6.2.3 Data collection 
For the purposes of this study secondary as well as primary data will be collected.  Myers 
(2009) argues that data that has been collected already for a purpose other than the one 
to be studied is secondary data. On the word of Cooper and Schindler (2008) 
interpretations of primary data are secondary data.   
 
The collection of primary data requires decisions to be made on the population, sample 
frame and sample.  Sample design looks at the methods for selection of appropriate 
primary units that are used for data collection and analysis for a specific research 
question.  (Collis & Hussey, 2003).  Population is described as all people or group of 
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entities that may be part of the research because of a number of similar characteristics.   
Therefore population is the body of people or collection of item that is under consideration 
for research purpose (Collis & Hussey, 2003).  With regards to the population of this study, 
small businesses operating in the Nelson Mandela Metropole will form part of the 
population. 
 
A sample is a subset consisting of only a few people or group of entities selected from the 
population.  Zikmund et.al. (2010) argue that a sample is drawn from a list or a record of a 
population.  In this study the sample will be small businesses within the Nelson Mandela 
Metropole.  Sampling may be achieved through a probability or non-probability sample.  
Probability sampling occurs when the sample has an equal chance of being chosen from 
the population.  Non-probability sampling occurs when items for the sample are selected 
by the researcher and the researcher makes little attempt to obtain a representative 
sample and the participants will not have an equal opportunity to be included in the 
sample. (Pellissier, 2007; Zikmund  et.al., 2010). 
 
In this study the non-probability sampling technique will be used, in the form of 
convenience sampling whereby the researcher will select readily available small 
businesses within the Nelson Mandela Metropole as participants.  A questionnaire will be 
distributed by a field worker to the small businesses and after completion the same field 
worker will collect and deliver to the researcher.  This process will be used so as to protect 
the confidentially of the respondents.   
 
A self-constructed instrument based on the literature will be used to measure the variables 
under investigation in this study.  A minimum of five items per variable will be asked and 
they will be anchored on a five-point Likert scale ranging from (1) strongly disagree to (5) 
strongly agree. 
 
The reliability and validity of quantitative research are very important. According to 
Zikmund et.al., 2010 reliability is a measurement of the internal consistency of a 
measuring instrument. The extent to which a variable is truly responsible for any variance 
in the dependent variable is referred to as internal validity (Zikmund et.al. 2010).  External 
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validity is referred to as the extent to which the results can be generalised beyond the 
selected sample. (Zikmund et.al. 2010).  An exploratory factor analysis will be performed 
on all of the items in the measuring instrument to assess the validity of the measuring 
scales.  According to Fabrigar and Wegener (2012) when the researcher has a set of 
variables and suspects that these variables are interrelated in a complex fashion a factor 
analysis is performed.  Zikmund et.al. (2010) concurs that a factor analysis is used to 
untangle the linear relationships into their separate patterns. 
 
In this study the Cronbach’s alpha coefficient will be used to assess the internal 
consistency of the measuring instrument.  Cronbach’s alpha is a test reliability technique 
that requires only a single test administration to provide a unique estimate of the reliability 
for a given test (Gleim & Gleim, 2003).  A measuring scale with a Cronbach’s alpha 
coefficient of >0.7 is deemed to be reliable (Tavakol & Dennick, 2011). 
 
1.6.2.4 Data analysis  
Once the primary data is collected, it will be analysed using appropriate methods. 
According to Zikmund et.al. (2010) the application of reasoning to clarify the data that has 
been gathered is referred to as data analysis.  Data analysis is a process where raw data 
as indicated by the respondent is taken, edited, coded, filed and analysed.  The computer 
software programs (Statistica version 10 and Excel version 2010) will be used to perform 
the statistical analyses in this study. 
 
1.7. PROPOSED THEORETICAL MODEL AND HYPOTHESES 
The initial literature study revealed a number of factors influencing the tax compliance of 
small businesses.  Based on these factors and/or variables the following theoretical model 
is proposed and is depicted in Figure 1.  
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Figure 1.1:   PROPOSED THEORETICAL MODEL: FACTORS INFLUENCING TAX 
COMPLIANCE 
 
Independent Variables     Dependent Variable 
 
 
 
  
 
 
 
 
 
 
 
  
 
 
(Source: Researcher’s own construction) 
 
The primary objective of this study is to determine the variables to improve tax compliance 
for the small business segment, by investigating the determinants of effective 
communication in South Africa.  More specifically this study will investigate the influence of 
communication channels, communication frequency and Information Technology 
Communication on tax compliance.  The following directional hypotheses will be 
formulated to test the relationships proposed in the theoretical model: 
 
H1 : There is a positive relationship between communication channels and the level of 
tax compliance. 
H2 : There is a positive relationship between communication frequency and the level of 
tax compliance. 
H3 : There is a positive relationship between information communication technology 
and the level of tax compliance. 
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H4 : There is a positive relationship between tax education and the level of tax 
compliance. 
The hypotheses are only preliminary and will be finalised once the theoretical investigation 
has been completed.    
 
1.8. SCOPE OF THE STUDY 
This study will focus on the small business segment because of the important role that this 
sector plays in creating jobs and distributing wealth in South Africa.  The information 
gathering will not be widespread as one would have preferred due to lack of funds and 
resources.  The study will focus on small businesses in the Nelson Mandela Metropole.  
The limited sample cannot be used for generalisation.  The focus of this study will be on 
improving communication although there are several factors that influence the level of tax 
compliance for small businesses.     
 
1.9. DEFINITION OF CONCEPTS 
A number of concepts will be used in the study, and there are various definitions that can 
be found in literature, it is important to clarify each concept.  The concepts that will be 
clarified are Small Business, Tax Compliance, Effective Communication and Information 
Communication Technology. 
 
1.9.1 SMALL BUSINESS 
For the purposes of this study a small business is a business registered with SARS for any 
tax and that had a turnover of R20 million or less.  This amount coincides with the limit to 
qualify for income tax purposes, as a “small business corporation” in terms of section 12E 
of the Income Tax Act No. 58 of 1962 (SARS, 2016a).  This study regards a small 
business as including micro and “medium-sized” businesses and therefore incorporates 
the terms Small and Medium Enterprise (SME) and Small, Medium and Micro-enterprise 
(SMME) into this definition. 
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1.9.2 TAX COMPLIANCE 
Tax compliance refers to the degree to which taxpayers meet their obligations in terms of 
the legislation administered by SARS and this must manifest along the entire value chain, 
which includes ‘on-time registration’, ‘on-time filing’, ‘full and honest disclosure’, and ‘on-
time payment’ (SARS, 2015). 
 
1.9.3 EFFECTIVE COMMUNICATION 
According to Nwagbara, Oruh, Ugorji, and Ennsra (2013) Communication is way or an 
approach via which messages are passed across from one person to the other.  However, 
there might be noise that could affect the level and rate of mutual sense-giving and sense-
making (Nwagbara et.al., 2013).  Nwagbara et.al. (2013) further discussed that in 
communication studies noise is known as any impediment to the realm of understanding.  
 
Smith and Taylor (2006) stated that effective communication is when both the sender and 
the receiver of the message have common understanding in a manner that brings 
engagement, understanding and collaboration.  Thus, effective communication is the 
process in which the intended meaning of what is being said is transmitted in way that the 
hearer makes sense of that (Smith & Taylor (2006).  Therefore effective communication for 
the purposes of this study is the process in which the intended meaning of what is being 
said is transmitted in way that the hearer or the receiver makes sense of the message. 
 
1.9.4 INFORMATION TECHNOLOGY COMMUNICATION  
Information technology in the scope of communication refers to the computer-mediated 
communication, such as the Internet, intranets, video conferencing, voice messaging, 
electronic mail, wireless Personal Digital Assistant (PDA), online discussion forums, peer-
to- peer (P2P) file sharing, and text messaging (Sinn & Karavos, 2010).    
 
1.10. CONTRIBUTION OF THE STUDY 
In most countries small businesses play a vital role in the local economy because it 
provides employment, innovation and economic growth.  In South Africa the small 
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business sector has been recognised as an important strategic sector for generating high 
economic growth and reducing unemployment, inequality and poverty (Budget Speech, 
2011).  According to Nyamwanza et.al. (2014) small businesses are an important part of 
the taxpayer population in South Africa however small business taxation usually poses a 
number of challenges.  The latter implies that Small business tax compliance requires 
some attention. 
 
This study will attempt to establish the role that effective communication can play 
in improving the tax compliance levels of small businesses in South Africa.  Establishing 
whether effective communication influences tax compliance of small businesses will 
provide the small business owners, SARS and researchers with greater insights into 
factors that impact the tax compliance of small businesses.  From these insights, SARS 
and small business owners can take steps and measures to adapt and improve their 
processes and practices so as to improve the SMME tax compliance. 
 
1.11. STRUCTURE OF THE RESEARCH 
The structure of the research will be as follows: 
 
Chapter 1: INTRODUCTION AND BACKGROUND TO THE STUDY 
This chapter provides the introduction and background to the topic 
under investigation. The problem statement, the purpose of the study, as well as the 
research objectives will be discussed. Also the primary and secondary research methods, 
the scope of the study as well as its contributions are highlighted.  Lastly the chapter will 
conclude with definitions of the most important terms used in the study and an overview of 
the contents to follow.   
   
Chapter 2: THE OVERVIEW OF THE SMALL BUSINESS SECTOR 
This chapter will focus on the nature and the importance of the small business sector.  
Small businesses will be defined and the important contribution they have on the economy 
will be discussed.  The challenges facing small businesses will also be highlighted.  
Furthermore this chapter will focus on the importance of tax compliance and factors 
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affecting the tax compliance level of small businesses will be highlighted.  Lastly the 
theoretical framework to be used in this study as well as the hypothesis to be tested will be 
presented. 
 
Chapter 3:  RESEARCH DESIGN AND METHODOLOGY 
In this chapter the method that the study will follow will be provided.  The research design, 
the research methodology, sample and sampling techniques, the construction and 
administration of the measuring instrument, data collection, and lastly data analysis 
chosen will be discussed in detail.  
 
Chapter 4: THE EMPIRICAL RESULTS  
In this chapter the empirical findings of the study will be presented.  The demographic 
information relating to the respondents and their businesses will be summarised. 
Thereafter, the results relating to the validity and reliability of the measuring instrument will 
be presented. 
 
Chapter 5: THE SUMMARY, CONCLUSIONS AND RECOMMENDATIONS  
This will be the last chapter of the study and a summary of all the preceding chapters will 
be presented.  The empirical results will be summarised, conclusions will be drawn from 
the analysis of the results. Recommendations will be made based on the findings.  The 
contribution made by the study will be highlighted. The limitations and possible future 
research areas will also be provided. 
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CHAPTER TWO 
THE OVERVIEW OF THE SMALL BUSINESS SECTOR 
 
 
2.1. INTRODUCTION 
The previous chapter provided an introduction to the study.  The aim and importance of 
the study has been discussed.  This study aims to identify the variables to improve tax 
compliance for the small business segment by investigating the determinants of effective 
communication.  More specifically this study will investigate the influence of 
communication channels, communication frequency, Information Communication 
Technology and tax education on tax compliance of the small business segment. 
 
The purpose of this chapter is to give effect to the first three of the secondary objectives 
that were identified in the Chapter One.  Therefore Chapter Two will focus on the overview 
and the importance of the small business sector.  The small businesses will be defined 
and the important contribution they have on the economy will be discussed.  Challenges 
facing small businesses will also be highlighted. 
 
Furthermore this chapter will provide an overview of the importance of tax compliance as 
well as the factors affecting the tax compliance level of small businesses.  The small 
businesses’ profile in the Nelson Mandela Metropole will be highlighted.  Lastly the 
theoretical framework to be used in this study as well as the hypothesis to be tested will be 
presented. 
 
2.2. DEFINITION OF SMALL BUSINESSES 
Several institutions and other government departments have different definitions and 
criteria to define a small business (Smulders, 2006).  According to various authors there is 
no general agreement on the definition of small business instead there are different ways 
in which small businesses are classified.  Small businesses are classified using the size of 
employees and/or resources, methods of operation, industry efficiency and the nature of 
the market served. (Cronje, du Toit, Marais & Motlatla, 2003; Abor & Quartey, 2010).  
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Loeprick (2009) concurs that internationally it is recognised that there is no universal 
definition of small business.  For example, what would be considered to be a small 
business from an Organization for Economic Cooperation and Development (OECD) 
perspective would be regarded as a large business in most developing countries 
(Loeprick, 2009).   
 
According to the National Small Business Amended Act 29 of 2004 (South 
Africa, 2004) a small business is defined as a business which has a staff complement of 
less than 50 full time employees, an annual turnover of less R19 million and total gross 
assets of less than R5 million.  Similarly in Bosch, Tait and Venter (2011) a small business 
is any business that is independently owned and managed, has a staff complement of at 
least five but not more than 50 full-time employees, has an annual turnover of less than 
R19 million and has its total gross asset value of less than R5 million.   
 
 
Abor and Quartey (2010) mentioned that small businesses have statistical as well as 
economic definition.  The economic definition includes the following criteria: 
 
 A relatively small share of their market place;  
 The business is managed by owners in a personalised way, and management 
structure is not formalised;  
 The business is independent.  
 
The statistical definition includes the following criteria:  
 The size of the business and its contribution to exports, employment, GDP, etc.;  
 How much the business’ economic contribution has changed over time?  (Abor & 
Quartey, 2010). 
 
The small business definition encompasses a wide range of businesses.  Some of these 
businesses are formally registered and others are informal as well as non-VAT registered 
organisations (The DTI, 2008).  Small businesses vary from informal micro-enterprises to 
medium-sized enterprises which employ over a hundred people.  The informal micro-
enterprises include the survivalists which are self-employed people with income generated 
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that is less than the poverty line or the minimum income standard (The DTI, 2008).  In 
South Africa, a vast majority of SMMEs fall within the survivalist firms (Berry, Von Blottnitz, 
Cassim, Kesper, Rajaratnam & Van Seventer, 2002).   
 
Lukacs (2005) and Lignier (2011) mentioned that small business classification varies 
across countries and within jurisdictions relative to size of the economy and its 
endowments.  The SARS executive SMME and VAT strategy, Narcizio Makwakwa, stated 
that the definition any country uses for SMMEs determines the number of SMMEs that are 
in that economy as well as how much these SMMEs contribute to employment creation 
(SARS, 2017). 
 
Researchers would have to use an operational definition (Abor & Quartey, 2010).  In other 
words researchers would have to define small businesses more appropriately to the target 
group.  For the purposes of this study a small business is a business registered with SARS 
for any tax and that had a turnover of R20 million or less.  This amount coincides with the 
limit to qualify for income tax purposes, as a “small business corporation” in terms of 
section 12E of the Income Tax Act No. 58 of 1962 (SARS, 2016a).  This study regards a 
small business as including micro and “medium-sized” businesses and therefore 
incorporates the terms Small and Medium Enterprise (SME) and Small, Medium and 
Micro-enterprise (SMME) into this definition. 
 
2.3. THE IMPORTANCE OF SMALL BUSINESSES 
The small business sector is growing rapidly worldwide.  It has been noted that the small 
business sector plays a crucial role in the social as well as the economic development of 
the country.  (Ahmed & Braithwate, 2005; Smuddlers, 2006).  Similarly AL-Mahrouq (2010) 
concurs that SMMEs are considered as important to the economic growth and stability.  In 
other words small businesses are viewed as the vital component in the socio-economic 
development of both the developed and the developing countries.  AL-Mahrouq (2010) 
also mentioned that SMMEs contribute positively to the political and social development of 
societies. 
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Spencer (2016) stated that small businesses play a vital role in economic development in 
countries across the globe.  For instance in Europe two thirds of private sector jobs is 
contributed by SMEs (Spencer, 2016).  The importance of small business is more critical in 
developing countries and the focus is on entrepreneurship as a crucial contributor to 
poverty alleviation and development (Jamali, Zanhour, & Keshishian, 2009; Singer, 2006 
as cited in Spencer, 2016). 
 
In numerous African countries the importance of small businesses is recognised and 
SMMEs are dominant in most economies (Smit & Watkins, 2012).  According to Smit and 
Watkins (2012) in countries such as South Africa that has high unemployment rate small 
businesses are pivotal to employment creation and economic growth.  In South Africa, 
small businesses contribute for nearly 50% of the country’s Gross Domestic Product 
(GDP), and more than 60% of employed people work for small businesses (Falkena, 
Abedian, Von Blottnitz, Coovadia, Davel, Madungandaba, Masilela & Rees, 2008).  These 
businesses play a pivotal role in stimulating innovation and competitiveness, economic 
growth as well as in alleviating poverty and reducing unemployment (Falkena et al. 2008). 
 
2.3.1. CONTRIBUTION TOWARDS EMPLOYMENT 
The South African government identified the small business segment as one of the 
segments that can drive growth by creating employment in South Africa (SARS, 2015).  
According to the South African Human Resource Development Council, small businesses 
have provided 65% of South Africans with jobs and 68% of the private sector employment 
are attributable to businesses that employ fewer than 50 workers (Spencer, 2016).  
Studies have shown that in developed countries major contributors to private sector 
employment are small businesses.  SMMEs contribute over 65% of total employment in 
high-income countries, over 70% of total employment in low-income countries and about 
95% of total employment in middle-income countries (World Bank, 2011). 
 
The small business sector is not only an employment creator it also acts as an absorbent 
of people that are retrenched from the private as well as the public sector (Smit & Watkins, 
2012).  Spencer (2016) argued that South Africa needs to succeed in promoting small 
businesses otherwise the country will remain saddled with a huge unemployment problem.  
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In other words the successful promotion of SMME output can meaningfully reduce the 
level of unemployment.  Successful small businesses absorb a significant part of the 
unemployed labour force; reduce government expenditure on security and legal services 
as well as crime (Spencer, 2016).   
  
2.3.2. CONTRIBUTION TOWARDS THE ECONOMY 
Smit and Watkins (2012) argued that the activities of SMEs in Africa are of important for 
the alleviation of poverty, the promotion of job creation and economic growth.  According 
to Rwigema and Karungu (1999) as cited in Smit and Watkins (2012) it is estimated that in 
South Africa 90% of all formal businesses are SMMEs.  This statement implies that the 
small business sector is one of the largest contributors to the South African economy.   
The South African government has identified the small business sector as the means to 
achieve accelerated economic growth (Smit & Watkins, 2012). 
 
The small businesses play an increasingly vital role in South Africa.  The South African 
government sees the small business sector as a growth engine of the economy that would 
help spread the country’s wealth (Smit & Watkins, 2012).  Furthermore Smit and Watkins 
(2012) mentioned that in the South African economy upgrading the roles of the small 
business sector to improve economic growth through redistributing income, generating 
employment and increasing competitiveness has been the focus of new development 
policies since the democratic transition.    
  
In many developing countries small businesses are potential sources of employment and 
income (Abor & Quartey, 2010).  Similarly AL-Mahrouq (2010) agrees that small 
businesses are considered as important to the economic growth and stability.  Small 
businesses make productive use of scarce resources and improve the efficiency of 
domestic markets thus facilitating long-term economic growth (Abor & Quartey, 2010).  
 
 
2.3.3. CONTRIBUTION TOWARDS THE GROSS DOMESTIC PRODUCT (GDP) 
Empirical studies have shown that small businesses contribute to over 55% of GDP in the 
developed countries and over 60% of GDP in the developing countries (World Bank, 
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2011).  Ncwadi (2010) discussed that it is difficult to determine the true contribution of 
small businesses to a country’s GDP, as the figures used to calculate GDP take into 
account formal activities, whereas most small businesses operate in the informal sector.  
In South Africa it is estimated that small businesses contribute for nearly 50% of the 
country’s GDP (Falkena et.al. 2008). 
 
According to SEDA (2016) the gross value added (GVA = GDP before taxes and 
subsidies) is the sum of all wages, net operating surplus (NOS) and consumption of fixed 
capital.   
 
TABLE 2.1: QFS DATA TO DERIVE A PROXY FOR THE GVA OF SMEs 
R million Dec-10 Jun-15 % change 
Large 234 619 257 056 10% 
Medium 31 125 40 982 32% 
Small 84 923 149 464 76% 
Total 350 667 447 502 28% 
RSA GVA 634 375 851 095 34% 
% SMEs 18% 22%  
 
Source: Adapted from SEDA (2016) 
 
 
SEDA has used the QFS data to derive a proxy for the GVA of SMEs by summing the 
combined salaries paid, profits and depreciation respectively.  Table 3.1 shows that SMEs 
contributed 18% to GVA in quarter 4 of 2010 and the contribution increased to 22% by 
quarter 2 of 2015.   
 
2.4. CHALLENGES FACING SMALL BUSINESSES 
Mbonyane and Ladzani (2011) stated that globally the backbone of many economies is 
small businesses.  The major challenge faced by these small businesses is how to 
overcome the factors that hinders growth.  According to Bowler and Dawood (1996); 
Badenhorst et.al. (1997) as cited by Mbonyane and Ladzani (2011) on average, 50 per 
cent of all small businesses fail to grow in South Africa thus the small business growth rate 
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is low.  There are a number of bottlenecks that affect small businesses’ ability to realize 
potential. A number of factors such as lack of access to adequate finance, regulatory 
issues and lack of managerial skills to mention just a few hampers the development of 
small businesses (Abor & Quartey, 2010; Mbonyane & Ladzani, 2011).   
 
Although small businesses face a defined set of challenges it is important to note that not 
all small businesses necessarily face the same set of challenges, challenges tend to be 
location specific SEDA (2016).  
 
2.4.1. LACK OF ACCESS TO ADEQUATE FINANCE   
Falkena et.al. (2008) argued that access is more limited for start-up businesses, micro-
enterprises, and entrepreneurs from previously disadvantaged communities as well as any 
other group with limited collateral or weak credit histories.  SEDA (2016) agreed that South 
African banks and lenders are less likely to lend to start-up SMMEs.  However the degree 
of inclinations can vary on locational differences.  For example, Finscope’s Small Business 
Survey reported that small businesses in Gauteng and North West are more likely to have 
greater access to finance compared to small businesses in other provinces (SEDA, 2016).  
On the other hand small businesses in Mpumalanga and Northern Cape provinces 
experience difficulties in accessing finance due to the predominantly rural nature of these 
provinces (SEDA, 2016).   
 
South African bankers are less inclined to finance small businesses due to the fact that 
small businesses are perceived as high risk and with a weak rate of expected return.  The 
South African micro enterprise surveys emphasised this perception with the inaccessibility 
to finance being listed as one of the primary external constrains faced by small 
businesses.  (SEDA, 2016; Smit & Watkins, 2012).  According to Smit and Watkins (2012) 
insufficient knowledge of the small business entrepreneur contributes to the complex 
financing problem, for example entrepreneur’s inability to draw up a business plan.  
Various studies mentioned that if proper financing is not available small business growth is 
delayed (Abor & Quartey, 2010).  Mbonyane and Ladzani (2011) confirm that if the 
finances are not available or not managed it can become problematic to run a business.  
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Abor and Quartey (2010) reiterated that finance is said to be very crucial in small business 
start-up and development.  
 
2.4.2. LACK OF MANAGERIAL MANAGEMENT SKILLS AND TRAINING 
Abor and Quartey (2010) mentioned that the lack of managerial know-how put significant 
pressure on the development of small businesses.  Various studies confirm that an 
important cause of small business failure is lack of managerial skills and training, also 
managerial skills have an impact on the owners’ business perceptions (Smit & Watkins, 
2012).  Furthermore, Mbonyane and Ladzani (2011) agree that small businesses cannot 
meet the future needs of society because the small business owners often lack experience 
in and training for the management of their businesses.  In other words lack of abilities and 
skills are the factors that hamper small business growth.  Lastly both Abor and Quartey 
(2010) as well as Mbonyane and Ladzani (2011) argued that lack of management skills is 
one of the serious constraints on small business growth which results in small business 
owners taking poor management actions.  
 
2.4.3. HIGH COSTS OF REGULATORY COMPLIANCE 
Regulatory constraints are also mentioned as one of the factors that pose serious 
challenges to small business development (Abor & Quartey, 2010).  Some studies 
mentioned that excessive and unnecessary burdens on small businesses can be imposed 
by the high start-up costs which include licensing and registration requirements.  Similarly 
excessive delays in court proceedings and the high cost of settling legal claims adversely 
affect small business operations (Abor & Quartey, 2010).  SEDA (2016) stated that 
another aspect that hinders small business growth is the delays in the time required to 
obtain permits and licences.  For example in the case of Ghana the cumbersome 
procedure for registering and commencing business is the key issue that is often 
mentioned (Abor & Quartey, 2010).  According to the World Bank Doing Business Report 
(2006) as cited in Abor and Quartey (2010) in Ghana there are 16 procedures involved in 
licensing a business and it takes 127 days to deal with licensing issues.  However, in 
South Africa there are 18 procedures involved in dealing with licensing issues and it takes 
even longer, 176 days to deal with licensing issues (Abor & Quartey, 2010). 
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One of the significant regulatory obstacles is the South Africa’s labour laws (Abrie & 
Doussy, 2006).  Furthermore, the authors articulated that the most burdensome of all the 
regulations that affect business operations are the regulations in respect of taxes (Abrie & 
Doussy, 2006).  A number of small businesses choose to remain in the informal sector 
because the cost of compliance is too high.  The high compliance costs have a negative 
impact in that small businesses have a tendency to avoid paying taxes hence; the revenue 
that would have been used to create an enabling environment is diminished thereby 
reducing the small businesses chances of survival (Atawodi & Ojeka, 2012).  
    
2.5. IMPORTANCE OF TAX COMPLIANCE  
Abrie and Doussy (2006) discussed that in order for governments to provide efficient 
services and infrastructure taxes need to be levied.  Therefore, in an economy like South 
Africa that is struggling to remain afloat tax is an important stream of revenue for the 
development projects of government such as provision of infrastructure like stable water 
supply, stable power supply and good roads, etc. (Atawodi & Ojeka, 2012).   
 
Marti (2010) expressed that tax compliance is a complex term to define, however to put it 
simply, tax compliance refers to fulfilling all tax obligations as specified by the law freely 
and completely.  SARS (2015) concurs that tax compliance refers to the degree to which 
taxpayers meet their obligations in terms of the legislation administered by SARS and this 
must manifest along the entire value chain, which includes ‘on-time registration’, ‘on-time 
filing’, ‘full and honest disclosure’, and ‘on-time payment’.  Compliance ranges from 
conscious and determined non-compliance, through ‘grudging’ compliance, to unwitting 
non-compliance and finally to willing and purposeful compliance.  Unwitting non-
compliance refers to non-compliance that is brought about by lack of knowledge of legal 
requirements (SARS, 2015).  According to OECD (2004) a taxpayer may be considered to 
be non-compliant if a taxpayer fails to meet any of the tax obligations.  
 
It becomes common knowledge that some taxpayers intentionally try to reduce the amount 
of tax they have to pay.  The authors further mentioned that most tax evasion is in the form 
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of failing to file tax returns, understated income and inflated deductions (Abrie & Doussy, 
2006).  Various studies indicated that tax compliance among small businesses is poor.  
The then Commissioner for SARS, Pravin Gordhan, has acknowledged that it is a 
considerable burden for small businesses to comply with the tax regime (Mahabane, 2005 
as cited in Abrie & Doussy, 2006).  According to Fagbemi, Uadile and Noah (2010) as 
cited in Atawodi and  Ojeka, (2012) in developing countries the non-compliance of small 
businesses is prevalent it hinders development thereby leading to economic stagnation 
and other socio-economic problems.   
 
According to Kasipillai and Abdul-Jabbar (2006) as cited in Atawodi and Ojeka (2012) tax 
non-compliance may be in one of many forms; for example non submission of tax returns 
within the stipulated period, overstatement of deductions, understatement of income and 
an outright failure to pay tax liability.  Several factors that affect the tax compliance small 
businesses were highlighted namely; complex filing procedures, multiple taxation, high tax 
rates, and lack of proper enlightenment (Atawodi & Ojeka, 2012; SARS, 2015). 
 
SARS (2015) indicated that the construction industry remains a serious concern for SARS.  
In all industries the construction segment continues to have the lowest compliance rates 
whereas this industry is a major beneficiary of government spending on planned 
infrastructure programmes.  According to OECD (2004) in most countries small 
businesses represent a high risk group because their income is not fixed and cannot be 
easily verified against third party data. 
 
2.6. FACTORS INFLUENCING SMALL BUSINESS TAX COMPLIANCE 
Tax compliance requirements in South Africa have been identified as a barrier for small 
businesses (Abrie & Doussy, 2006).  Various authors suggested that the government 
considers reducing the compliance requirements, the number of taxes small businesses 
have to administer and make tools available to assist the small businesses in 
administering taxes (Abrie & Doussy, 2006).   
 
It is the opinion of small businesses that the burden of complying with tax regulations has 
increased; this perception has resulted in negative tax morale (Batrancea, Nichita & 
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Batrancea, 2012).  Tax compliance has commonly been divided into the wider behavioural 
approach which incorporates both fiscal psychological and social approaches and the 
economic deterrence approach (Pope & Abdul-Jabbar, 2008 as cited in Atawodi & Ojeka, 
2012). 
 
2.6.1. ECONOMIC FACTORS 
Atawodi  and Ojeka (2012) mentioned that the business profile of small businesses; the 
type of business, size and nature, focus and location of the business have an effect on tax 
compliance as most small businesses have access to limited resources and inadequate 
expertise to comply with diverse and complicated regulation.  
 
There are a number of common costs of having to comply with tax obligations that face 
taxpayers.  These costs are over and above the actual tax liability.   These costs include 
the indirect costs associated with the complexity of tax legislation, the cost of accountants 
and the time taken to complete requirements (OECD, 2004).  Batrancea, et.al. (2012) 
believes that high compliance costs can result in tax fraud, tax avoidance and inhibit 
investment by way of diminishing competitiveness of the country in terms of taxation 
attractiveness. 
 
Furthermore, OECD (2004) presented that there appears to be a relationship between the 
compliance behaviour and the amount of tax owed.  For example, if the tax liability can be 
paid easily there may be willingness to comply.  However, if the tax liability is large and 
potential threatening the viability of the business payment may be avoided or perhaps try 
to adjust the data reported so as to incur a smaller but incorrect tax liability. 
 
 
According to Batrancea et.al. (2012) the classical economic model of tax evasion 
undertakes that there are four different determinants that shape taxpayers’ behaviour: 
income, tax rate, audit probability and fines.  According to the model when audit probability 
and fines increase tax evasion decreases, the increase of the other two parameters leads 
to ambiguous results concerning compliance.  Atawodi and Ojeka (2012) concur that 
taxpayers are influenced by economic motives such as profit maximisation and probability 
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of detection and as such taxpayers analyse alternative compliance paths.  For example 
the likelihood of being detected and the resulting repercussions affect the decision of 
whether or not to evade tax.  Various studies support the hypothesis according to which 
increasing audit probability will lead to an increase in compliance behaviour.  However, the 
deterrent effect of fines does not always have the same effect as one would assume, 
some studies report a no effect on compliance level others report a weaker influence 
(Abrie & Doussy, 2006; Atawodi & Ojeka, 2012; OECD, 2004). 
 
 
The literature review confirms that for small enterprises that wish to comply with tax 
regulations the complexity of a tax system can be an obstacle (Atawodi & Ojeka, 2012).  In 
South Africa small businesses could be liable for up to 11 different taxes (income tax, 
secondary tax on companies, provisional tax, capital gains tax, value-added tax, pay as 
you earn, employment-related levies, donations tax, customs and excise duties, stamp 
duty, and transfer duty).   Batrancea et.al. (2012) argued that taxpayers’ willingness to 
comply can also be affected by the structure of the tax system, if taxpayers perceive the 
system as being too administrative, with a high number of taxes and a high tax burden.  
For small businesses compliance therefore entails a vast amount of administration. If the 
information cannot be provided timeously on request and requirements are not met this 
could result in penalties and interest being levied (Atawodi & Ojeka, 2012). 
 
2.6.2. BEHAVIOURAL FACTORS 
According to Atawodi and Ojeka (2012) the following factors influence tax compliance: 
 Age, gender, ethnicity and education level of taxpayers 
 How and where the taxpayers fits into the society 
 The norms of the groups taxpayers belong to 
 Taxpayer personal relationships 
 Taxpayers view of fairness and equity 
 Previous interaction with SARS 
 
Studies indicate that having an accurate understanding of the compliance behaviour of 
others is effective in reducing non-compliance behaviour (OECD, 2004).  In South Africa 
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social norms play an important role in compliance decisions (Abrie & Doussy, 2006).  Tax 
compliance is influenced by psychological factors; taxpayers’ morals and ethics.  The 
theories suggest that even when the probability of detection is low a taxpayer may comply.  
The emphasis of the psychology theories are on changing individual attitudes towards tax 
systems (Atawodi & Ojeka, 2012).   
 
Batrancea et.al. (2012) discussed that compliance behaviour is generally influenced by 
attitudes because attitudes represent taxpayer’s propensity to respond positively or 
negatively to a particular situation.  Generally, if a taxpayer receives a signal that non-
compliance behaviour is acceptable from the reference group, the level of compliance will 
decrease.   One of the most important issues mentioned by the majority of taxpayers when 
questioned about taxation is fairness (Batrancea et.al., 2012).  Also OECD (2004) 
mentioned that taxpayers with personal experiences of unfair treatment and those who 
believe that the system is unfair are less likely to comply.   
 
Abrie & Doussy (2006) stated that how the government and tax institutions behaviour is 
perceived is closely related to tax compliance.  In other words the taxpayers’ attitude 
towards compliance as well as the willingness to comply is influenced by how taxpayers 
perceive taxes to be utilised.  Unfavourable public perception of poor state delivery and 
corruption increases non-compliance (Batrancea et.al., 2012).  There is a positive 
correlation between the likelihood of taxpayer non-compliance and the belief by taxpayers 
that the revenue authority is inefficient or unhelpful (OECD, 2004).  According to SARS 
(2015) concerns about corruption in the public sector, quality of service delivery and poor 
service delivery have the potential to affect SARS’ ability to achieve compliance due to 
loss of public confidence in government. 
  
According to Batrancea et.al. (2012) an important factor which shapes the disposition to 
comply is the taxpayers’ understanding of tax law.  Taxpayers become reluctant in trying to 
understand the provisions contained by the tax law.  Taxpayers perceive the tax law rather 
as a foreign language due to the language that is used and therefore find the tax law as a 
burden.  The taxpayers’ level of understanding depends on the education and distrust and 
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non-compliance is engendered by the lack of tax law comprehension (Batrancea et.al., 
2012).  
 
2.7. THE SMALL BUSINESSES’ PROFILE IN THE NELSON MANDELA 
METROPOLE 
Nelson Mandela Bay is an automotive manufacturing centre and a major seaport located 
on the south-eastern coast of Africa.  Based on the Nelson Mandela Bay Municipality 
(2017) the Nelson Mandela Metropolitan is one of the eight metropolitan municipalities in 
South Africa.  It is located on the shores of Algoa Bay in the Eastern Cape Province.  The 
main towns and cities include Bloemendal, Bethelsdorp, Blue Horizon Bay, Despatch, 
Clarendon Marine, KwaNobuhle, Motherwell, Port Elizabeth and Uitenhage. 
 
The estimated population of the Nelson Mandela Bay is 6.8 million or 12.7% of total South 
African population (Nelson Mandela Bay Municipality, 2017).  The level of poverty in the 
Eastern Cape remains at a high level of nearly 70% of people which is much higher than 
the national average of 55%.  A large number of the population cannot afford the basic 
services (Nelson Mandela Bay Municipality, 2017).   
 
The Coega Industrial Development Zone (IDZ) is situated within the Nelson Mandela 
Metropolitan Municipality.  The Coega IDZ is adjacent to a deep water port, the Port of 
Ngqura.  The Nelson Mandela Metropolitan has a unique advantage of possessing two 
ports, namely the Port Elizabeth Harbour and Ngqura.  The latter creates an opportunity 
for the city to establish a strong and vibrant maritime sector.  (STATS SA, 2017). 
 
The Nelson Mandela Metropolitan is the economic hub of the Eastern Cape contributing 
44% to the provincial GDP and the main economic sectors are community services, 
manufacturing, finance, trade and transport.  Based on the Nelson Mandela Bay 
Municipality (2017) automotive, tourism, agriculture, agro-processing and renewable 
energy are the main industries in the Nelson Mandela Metropolitan.  The automotive 
industry is one of the main contributors to the area’s economic growth.  For the period 
2009 to 2013 community and social services created 133,000 more jobs followed closely 
by construction with another 40,000 jobs for the same period. Job growth has been 
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consistent for the construction sector and that is particularly encouraging, the job growth is 
largely due to the public infrastructure projects (Nelson Mandela Bay Municipality, 2017). 
 
According to SEDA (2017) the number of SMMEs in South Africa has increased by 11.2% 
year-on-year from 2.23 million in the first quarter of 2016 to 2.48 million in first quarter of 
2017.  About 33% of these small businesses operated in Gauteng, followed by almost 
16% in KwaZulu-Natal and 11% in Limpopo and the Western Cape respectively.  The 
share of the Eastern Cape and the North West increased slightly, due to growth of 29% 
and 36% year-on-year respectively (SEDA, 2017). 
 
In the first quarter of 2017, 29% of SMMEs operated in the formal sector, while 67% 
operated in the informal sector.   Most SMME owners in the formal sector also employ 
other people, while the majority in the informal sector are own account workers (SEDA, 
2017).  According to FinScope (2010) small businesses from the Eastern Cape, Western 
Cape and Mpumalanga were the most likely to provide building and/or construction 
services. 
 
2.8. THE THEORETICAL MODEL 
In this section the dependent and independent variables which form the basis of the 
framework, as well as the resulting hypothesised relationships, will be discussed.  The 
initial literature study revealed a number of factors influencing the tax compliance of small 
businesses.  Based on these factors and/or variables the theoretical model is proposed 
and is depicted in Figure 2.1. 
The primary objective of this study is to improve tax compliance for the small business 
segment, by investigating the determinants of effective communication in South Africa.  
More specifically this study will investigate the influence of communication channels, 
communication frequency, Information Technology Communication and Tax Education on 
tax compliance.  The following directional hypotheses will be formulated to test the 
relationships proposed in the theoretical model: 
 
H1 : There is a positive relationship between communication channels and the 
level of tax compliance. 
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H2 : There is a positive relationship between communication frequency and the 
level of tax compliance. 
H3 : There is a positive relationship between information communication 
technology and the level of tax compliance. 
H4 : There is a positive relationship between tax education and the level of tax 
compliance. 
 
The hypotheses are only preliminary and will be finalised once the theoretical investigation 
has been completed.    
 
FIGURE 2.1: PROPOSED THEORETICAL MODEL: FACTORS INFLUENCING TAX 
COMPLIANCE 
 
 
Independent Variables     Dependent Variable 
 
 
 
  
 
 
 
 
 
 
 
  
 
(Source: Researcher’s own construction) 
 
From Figure 2.1 it can be observed that four determinants of effective communication 
serve as the independent variables, while Perceived Success of Tax Compliance serves 
as the dependent variable.  It is hypothesised that the four determinants of effective 
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H4 
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communication have a positive influence on the Perceived Success of Tax Compliance.  
Evidence to support the hypothesised relationships will be presented in the paragraphs 
that follow. 
 
2.8.1. THE DEPENDENT VARIABLE 
2.8.1.1. Perceived Success of Tax Compliance 
Nyamwanza et.al. (2014) mentioned that despite being major employers, the majority of 
the small businesses are not contributing meaningfully to the treasury.  This means that 
the majority of the Zimbabwean small businesses are not fulfilling their tax obligations and 
therefore are non-compliant.  It has been highlighted that ZIMRA need to focus on giving 
small businesses more formal tax education to improve the understanding of tax 
obligations and compliance.  (Nyamwanza et.al., 2014). 
 
Ahmed and Braithwaite (2005) in their study have concurred that opportunities for tax 
evasion are high in the small business sector and this is attributable to administration and 
tax levels.  It becomes apparent that in the developing countries the complexities of tax 
regulations are inhibiting the small business sector to become tax compliant.  In South 
Africa it is no different, more people are realising that in order for them to survive in the 
stringent economic times, one need to make use of all the resources within their control.  
More people are becoming entrepreneurs and thus creating employment for other South 
Africans.  It is for this reason that the government has acknowledged the importance of the 
small business segment.  However this has brought about some challenges with regards 
to tax compliance.  Small businesses aspire to conform to the tax law and as a group, take 
pride on being law-abiding citizens (Ahmed & Braithwaite, 2005; Tax Advocate Service, 
2012). 
   
Marti (2010) expressed that tax compliance is a complex term to define, however to put it 
simply, tax compliance refers to fulfilling all tax obligations as specified by the law freely 
and completely.  SARS (2015) concurs that tax compliance refers to the degree to which 
taxpayers meet their obligations in terms of the legislation administered by SARS and this 
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must manifest along the entire value chain, which includes ‘on-time registration’, ‘on-time 
filing’, ‘full and honest disclosure’, and ‘on-time payment’.   
 
2.8.2. THE INDEPENDENT VARIABLES 
2.8.2.1. Communication Channel 
Taxpayers perceive the tax law as a foreign language due to the language that is used 
(Batrancea et.al., 2012).  The SARS strategic plan 2016/2017 mentioned that SARS need 
to be responsive to the needs of taxpayers (SARS, 2016b).  The current study aims at 
exploring ways that can be devised by SARS to communicate better with the taxpayers 
particularly the small business segment.  In other words SARS communication need to be 
tailored and made simpler and easier to understand for the small business segment which 
in turn will help the small businesses improve their tax compliance 
 
A fundamental problem is created when the reader does not understand the message, 
simply disclosing the information does not mean it has been effectively communicated 
(Sinn & Karavos, 2010).  SARS is also faced with this challenge whereby information is not 
understood by taxpayers due to the complex tax language.  Most communication is done 
through the internet and most of the small businesses specifically in the rural areas do not 
make use of these facilities. 
 
According to the SARS strategic plans 2016/2017, SARS is looking at expanding 
communication with the South African public so that taxpayers understand the messages 
that SARS tries to disseminate through radio and television adverts (SARS, 2016b).  Also 
SARS want all South Africans to understand and appreciate the obligation of paying taxes.  
SA has eleven official languages and SARS will strive to incorporate all eleven official 
languages to communicate.  However English will remain the transactional language for all 
other purposes (SARS, 2015). 
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2.8.2.2. Communication Frequency 
Sinn and Karavos (2010) expressed that effective communication forms basis of 
maintaining strategic relationships with customers.  These relationships are beneficial to 
both the customer as well as the organisation.  For example customers will have a better 
understanding of the business processes and will be kept abreast with where the 
organisation is heading (Sinn & Karavos, 2010).  Maintaining these strategic relationships 
will benefit SARS in that SARS will get to understand the small business segment better.  
SARS will share a platform with small businesses where the will be engagements on 
challenges such as tax compliance and how to overcome or combat the non-compliance in 
order to grow the economy of the country. 
 
It is vitally important to have a precise understanding of what the customer is requesting.  
The latter can be achieved by seeking clarity when one is unsure, one will need to pose 
questions which are specific rather than general.  (Jones & Keppler, 2008). 
 
In order for an organisation to be responsive to customer needs, they need to understand 
their customers well.  Understanding the customers will assist in the effective 
implementation of programmes timeously.  This can be made possible by collecting the 
data and analysing the customer trends and behaviour and thereafter the data will be 
turned into useful knowledge that will help understand and be able to predict future 
customer behaviour.  For example SARS can understand better the communication 
frequency that is required by small businesses. 
2.8.2.3. Information Technology Communication 
According to Sinn and Karavos (2010) effective communication is very important for 
businesses.  Technology has made communication much easier and organisations have 
the data and software to ensure effective communication.  Information technology in the 
scope of communication refers to the computer-mediated communication, such as the 
Internet, intranets, video conferencing, voice messaging, electronic mail, wireless PDAs, 
online discussion forums, peer-to-peer (P2P) file sharing, and text messaging (Sinn & 
Karavos, 2010).    
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According to OECD (2004) small businesses are reluctant to use the eFiling system.  In 
order to remedy SARS will have to devise means to inform small businesses of the 
measures that SARS has implemented to address possible security concerns.  SARS will 
have to inform small businesses about the success of the eFiling system and problems 
that cropped up, for instance, the number of incorrect allocations of payment.  Sharing this 
kind of information will help to build confidence in the system. 
 
2.8.2.4. Tax Education  
Tax education refers to ensuring that all taxpayers are aware of their legal obligations 
(education) and that it is reasonably easy to meet these obligations (service) (SARS, 
2015).  According to Batrancea et.al. (2012) taxpayers perceive the tax law as a foreign 
language due to the language that is used and therefore find the tax law as a burden.  The 
taxpayers’ level of understanding depends on the education and distrust and non-
compliance is engendered by the lack of tax law comprehension (Batrancea et.al., 2012).  
 
SARS need better understanding of taxpayer circumstances, abilities, attitudes, 
behaviours and needs in order to realise compliance objectives (SARS, 2015).  SARS will 
create a good balance between education, service and enforcement interventions. SARS 
need to ensure that it is easier for taxpayers to meet their compliance obligations by 
educating taxpayers, simplifying tax administration requirements as well as making more 
efficient and cheaper service channels available to taxpayers (SARS, 2015).  In other 
words SARS must ensure that it is straightforward for taxpayers and traders to register, file 
their returns, calculate their tax liability and pay the correct taxes and duties that are due.  
The latter can be achieved by increasing education, outreach and engagements with key 
stakeholders (tax practitioner bodies, schools, universities, government departments, 
business forums etc.) to promote tax compliance.  Tax education and outreach drives will 
assist in ensuring that all South Africans understand their tax obligations and the 
importance of compliance (SARS, 2015).  
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2.9. CONCLUSION 
In this Chapter literature on the nature as well as the importance of the small business 
sector has been reviewed and discussed.  The small businesses were defined and the 
important contribution they have on the economy was highlighted.  The challenges facing 
small businesses were also discussed. 
 
Furthermore the chapter addressed the importance of tax compliance as well as the 
factors that affect the tax compliance level of small businesses.  The small businesses’ 
profile in the Nelson Mandela Metropole was highlighted.  Lastly the theoretical framework 
to be used in this study as well as the hypothesis to be tested was presented.  In the next 
chapter the method that the study will follow will be provided.  In other words the research 
design as well as the research methodology will be discussed in detail.  
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CHAPTER THREE 
RESEARCH DESIGN AND METHODOLOGY 
 
 
3.1. INTRODUCTION 
The literature chapter (Chapter Two) provided a theoretical overview of small businesses 
and the importance of the small business sector.  The small businesses were defined and 
the important contribution they have on the economy was discussed.  Challenges facing 
small businesses were also highlighted.  An overview and importance of tax compliance 
was provided.  In addition factors affecting the tax compliance level of small businesses as 
well the small business profile in the Nelson Mandela Metropole were highlighted.  Lastly 
the theoretical framework to be used in this study as well as the hypothesis to be tested 
was presented.  The purpose of Chapters Two was to achieve the first three of the 
secondary objectives as stated in Chapter One. 
 
In Chapter One the problem statement, purpose and objectives of the study were 
described.  To give effect to the third, fourth and fifth secondary objective, it is important to 
identify and discuss the research methodologies.  Chapter Three will identify the research 
methodology to be adopted in this study, as well as the data collection process, and finally 
how the data will be analyzed.  Five major features of the research design and 
methodology will be addressed.  Firstly, the research design will be addressed. Secondly, 
the two main research methodologies will be discussed, after which one will be selected 
for the purposes of this research.  Research methods will then be addressed.  Sample and 
sampling techniques, the construction and administration of the measuring instrument, 
data collection, encompassing all the methods used to collect primary data and secondary 
data and lastly data analysis chosen will be discussed in detail. 
  
3.2. RESEARCH DESIGN 
The research design is the plan and procedure for research that span the decisions from 
broad assumptions to detailed methods of data collection and analysis (Creswell, 2009).  
Kumar (2002) concurs that a research design is the general plan that indicates the 
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methods and procedures for gathering and evaluating desired information.  Research 
design states the structure of the research problem and the plan of study used to achieve 
empirical data and results on relations of the problem (Cooper & Schindler, 2003). The 
research design dictates the research methodology to be adopted in a study.  
 
Collis and Hussey (2009) described the research design as a detailed plan that can be 
executed and used to guide and focus the research process.  Furthermore the science 
and art of planning procedures for conducting studies is referred to as a research design 
(Collis & Hussey, 2003).  In other words the research design is a framework that guides 
how a research should be conducted. 
  
3.3. RESEARCH METHODOLOGY 
According to Collis and Hussey (2009) research methodology refers to the overall 
approach to the entire process of research.  The research process is identified as a 
chronological process of conducting a study.  Research methodology encompasses the 
overall process of the research (Collis & Hussey, 2003).   
 
Research methodology addresses what methods are available and how results will be 
obtained and comprises tables, charts and organised narrative (Zikmund, et. al., 2010).  
There are two main research methodologies (also called paradigms or approaches) 
namely a positivistic and a phenomenological methodology.  The research methodology 
requires that a choice be made between quantitative research and qualitative research.  
The quantitative paradigm is known as positivistic, objectivist, scientific, experimentalist or 
traditional research, while the qualitative paradigm is known as phenomenological, 
subjectivist, humanistic or interpretive research (Collis & Hussey, 2003; Cooper & 
Schindler, 2008). 
3.3.1. POSIVISTIC RESEARCH METHODOLOGY 
Positivistic research or quantitative research is appropriate for the examination of specific 
data from large numbers of participants, for testing hypotheses (Kothari, 2004).  This 
approach entails large samples of the target population answering very structured 
questions.  Hence, the results are valid and reliable.  According to Creswell (2009) 
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quantitative research focuses on what respondents intuitively know and of which they have 
facts.  It is a deductive strategy where relationships between theory and research are 
tested. 
 
Quantitative research can be cost efficient and easy to collect, as it is often done by 
means of questionnaires, which can be faxed or emailed.   Another method used to carry 
out quantitative research is through census surveys.  These surveys assist in collecting 
information for governments throughout the globe.  Quantitative research however guards 
against failure to research a topic in greater detail through probing and understanding of 
respondents’ attitudes, motivations and behaviour.  It is deficient as personal biases and 
interpretations of researchers are seldom discussed as the researchers are in the 
background. (Kothari, 2004; Cooper & Schindler, 2008). 
 
Positivistic research methodology is a means for testing the objective theories by 
examining the relationship among variables (Creswell, 2009).  A positivistic research 
methodology uses specific measures and is usually related with quantitative data (Cavana, 
Delahaye & Sekaran, 2001).  A significant characteristic of positivistic research (or 
quantitative research) is that results are generalised beyond the confines of the research 
sample, to the population.  The advantages and disadvantages of a positivistic research 
methodology are presented in Table 3.1. 
 
TABLE 3.1: ADVANTAGES AND DISADVANTAGES OF THE POSITIVISTIC 
RESEARCH METHODOLOGY 
Advantages Disadvantages 
 Discussing exact ways to improve 
performance 
 Not determine the ‘why’ results 
because it is a structured research 
 Finding out the overall concerns of workforce  Response rate can sometimes be a 
problem 
 Obtaining details of any problems evidence  Cannot cover complex issues with 
accuracy 
 Reliability is high  Validity is low 
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Source: Adapted from Pellissier, 2007. 
 
The positivistic methodology is used as there may be no preparation desired by the 
participant.  Pre-tasking is not common.  However, the data is obtained systematically and 
in standardised manner.  The concepts are converted into operational definitions as 
results appear in numeric form and are in statistical language. (Struwig, 2012). 
 
3.3.2. PHENOMENOLOGICAL RESEARCH METHODOLOGY 
According to Creswell (2009) qualitative research focuses on seeking out and 
understanding the complexities surrounding the underlying causes of behaviour.  This 
approach entails small samples of the target population.  The aim of the phenomenological 
paradigm is to emphasise content and to develop new theories instead of testing existing 
theories.   Collis and Hussey (2003) discussed that there are different types of methods 
available to conduct qualitative research.  The most widely used are interviews, 
observations and focus groups. 
 
Kothari (2004) emphases that qualitative research takes into account the context in which 
people talk, as voice of participants are directly heard.  However, methods used when 
adopting a phenomenological approach are high on validity.  The validity of qualitative 
researchers’ findings can be questioned by a variety of experts who approach the 
research problem from a different perspective.  The findings cannot be statistically 
analysed with precise estimations (Kothari, 2004).  
 
The phenomenological research is a means for exploring and understanding the meaning 
of individuals or groups ascribe to a human problem (Creswell, 2009).  The author further 
states that the qualitative process of research involves emerging questions and 
procedures, data typically collected in the participants’ setting.  According to Cavana et.al. 
(2001) qualitative research methods comprise interviews, focus groups and observations.  
A qualitative approach is concerned with generating theories, as data is rich and 
subjective.  The qualitative methodology generalises from one sample setting to another.  
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The advantages and disadvantages of phenomenological research methodology are 
presented in Table 3.2. 
 
TABLE 3.2: ADVANTAGES AND DISADVANTAGES OF THE 
PHENOMENOLOGICAL RESEARCH METHODOLOGY 
Advantages Disadvantages 
 Exploring complex issues  Highly dependent on the skills of the 
researcher and the possibility of 
introducing bias 
Finding out why there are problems May be difficult to do interviews/ 
focus groups within office hours 
Identifying overall workforce concerns Need to do personal interviews on 
sensitive issues 
 Validity is high  Reliability is low 
Source: Adapted from Pellissier, 2007 
 
The phenomenological methodology is used when there is a generalisation from one 
setting to the other.  Data is rich and subjective.  The phenomenological methodology is 
also used when the data collected has a non-numerical attribute.  Consistency is not 
expected when the phenomenological methodology is used.  Reliability is low and the 
location is natural. (Struwig, 2012). 
 
3.3.3. RESEARCH METHODOLOGY ADOPTED IN THIS STUDY 
The current study adopted the positivistic research methodology as relationships will be 
tested as well as it emphasises the quantification of the data collected and analysed.  A 
positivistic research methodology calls for the collection and analysis of quantitative data, 
whereas a phenomenological methodology calls for the collection and analysis of 
qualitative data (Pellissier, 2007).  Quantitative data can be easier and cheaper to collect 
by post, telephone or computer-assisted interviewing systems than qualitative data, which 
would be costly for the same number of participants (Pellissier, 2007).  The author further 
highlighted that quantitative research entails large samples of the target population 
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answering very structured questions.  Quantitative research is appropriate for testing 
hypothesis, whereas qualitative research constructs detailed descriptions of social reality 
(Pellissier, 2007). 
 
According to Creswell (2009) quantitative research has assumptions about testing theories 
deductively, whereas a phenomenological methodology (qualitative research) supports a 
way of looking at research that honors an inductive style.   Qualitative research takes 
place in the natural setting, whereas quantitative research may involve no personal 
contact. Qualitative research uses methods that are interactive and humanistic, and 
involve active participation by participants.   Data collected in qualitative method involve 
text and images, unlike the numerical data in quantitative research. (May, 2002). 
 
According to Pellissier (2007) quantitative data can be collected about facts such as ‘how 
much is bought, when and where’, while qualitative data seeks to discover how people 
intend to purchase and what factors would change their attitudes.  The research 
methodology adopted determines the research methods to be employed in a study.  
 
3.4. DATA COLLECTION 
Data collection encompasses the sources and collection methods used to obtain primary 
data and secondary data. 
 
3.4.1. SECONDARY DATA COLLECTION 
Secondary data is data that has already been collected (Pellissier, 2007).  Collis and 
Hussey (2003) highlighted that secondary information can be sourced from books, 
journals, newspaper articles, government publications, theses, conference proceedings, 
dictionaries, Google scholar, company annual reports, market reports and surveys. 
 
For the purposes of this study, a national and international data search was done through 
the library of Nelson Mandela University.  This includes a search on EBSCO: Master File 
premier, Business Source premier and Academic Source premier; Sabinet databases; 
   
48  
 
ISAP (National Library of South Africa).  Academic journals, textbooks and dissertations 
will be used as the main reliable sources for secondary data.  
 
3.4.2. PRIMARY DATA COLLECTION 
Primary data is gathered at source (Collis & Hussey, 2003).  Creswell (2009) mentioned 
that in selecting a sample, the population should be identified.  Decisions then have to be 
made about sample frame and eventually, the sample (Pellissier, 2007). 
 
Population is any complete group of body that shares some generic set of characteristics 
(Zikmund et.al., 2010).  According to May (2002) the population is the universe to be 
sampled.  Collis and Hussey (2003) expressed that population is described as all people 
or group of entities that may be part of the research because of a number of similar 
characteristics.   Population is the body of people or collection of item that is under 
consideration for research purpose (Collis & Hussey, 2003).  With regards to the 
population of this study, all small businesses in the Nelson Mandela Metropole will form 
part of the population. 
 
A sample frame is the complete list of the population (May, 2002).  Collis and Hussey 
(2003) refer to a sample frame as a list or record of the population from which a sample 
can be selected.  A sample is a fraction of the target population and it must be carefully 
selected to represent the target population (Cooper & Schindler, 2008).  May (2002) 
defines a sample as a portion of a larger group called a population.  In other words a 
sample is a subset consisting of only a few people or group of entities selected from the 
population.   
 
Zikmund et.al. (2010) state that a sample is drawn from a list or a record of a population.  
The sample will be small businesses within the construction sector.  Sampling may be 
achieved through a probability or non-probability sample.  It is essential to differentiate 
between the two.  In probability sampling, it is possible to express the mathematical 
probability of sample characteristics being reproduced in the population (May, 2002).  
According to Pellissier (2007) probability sampling occurs when the sample has an equal 
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chance of being chosen from the population.   Probability sampling techniques are simple 
random sampling, stratified random sampling, cluster sampling, and systematic sampling 
(Pellisier, 2007).  Simple random sampling used to ensure that each member in the 
population has an equal probability of being selected as a sample (Zikmund et.al., 2010). 
 
Pellisier (2007) argued that a stratified random sampling is used to divide a population in 
subgroups according to some common characteristic and then subgroups are randomly 
selected as a sample.  Saunders, Lewis and Thornhill (2000) state that stratified random 
sampling refers to the process of dividing the population into two or more subgroups 
based on one or more common characteristics and then randomly selecting the subgroup 
to make up the sample.  Cluster sampling is when the population is divided into subgroups 
prior to sampling (Saunders et.al., 2000).  Cluster sampling requires that groups with 
similar characteristics are to be identified and randomly selected (Cavana et.al. 2001:226). 
 
Systematic sampling is a process of selecting the sample on a regular interval (Saunders 
et.al., 2000).  According to May (2002) the researcher selects a random number as a start 
and then systematically samples every nth person.  The sample fraction is used to select 
members from the sample frame.  Systematic sampling has a number of pitfalls, but is 
sometimes the only procedure practically available (May, 2002). 
 
Non-probability sampling occurs when items for the sample are selected by the researcher 
and the researcher makes little attempt to obtain a representative sample and the 
participants will not have an equal opportunity to be included in the sample (Pellissier, 
2007; Zikmund et.al., 2010).  Non-probability sampling refers to the possibility of members 
being selected who are not known (Saunders et.al., 2000). 
 
Non-probability sampling may take three forms, namely, convenient sampling, purposive 
sampling and snowball sampling.  Convenient sampling involves selecting members in the 
sample frame that are easiest to select as a sample (Pellisier, 2007).  Convenient 
sampling is used to find those members of the sample frame that are easy and 
conveniently available to the researcher (Zikmund et.al., 2010). 
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There are two types of purposive sampling, namely, judgment and quota sampling 
(Cooper & Schindler, 2003).  Judgment sampling is used when the members of the sample 
frame are selected based in relevant experience which they possess (Collis & Hussey, 
2003).  According to Cavana et.al. (2000) judgment sampling is used when the sample is 
restricted to certain members in the sample frame because the researcher can obtain the 
desired information from them. 
 
Zikmund et.al. (2010) discussed that quota sampling is used to ensure that all members in 
the sample frame are represented by the chosen sample on related characteristic as 
identified by the researcher.  Quota sampling is often employed in market research (May, 
2002).  The author further states that this method is often used for street interviewing and 
while arguably representative if properly selected, often suffers from sample bias in so far 
as those that more obviously display the desired characteristics (May, 2002). 
 
According to Zikmund et.al. (2010), snowball sampling is used when the initial selection of 
the members in the sample frame is based on some other type of sampling technique and 
the number of the sample is extended by using information obtained from the selected 
members.  Snowball sampling is used when participants are selected based on referral 
made by other participants being interviewed that fall in the same profile (Pellissier, 2007). 
 
For the purposes of this research, the non-probability sampling technique was used, in the 
form of convenience sampling whereby the researcher will select readily available small 
businesses in the Nelson Mandela Metropole as participants. 
 
The number of possible participants was unknown, largely due to the lack of availability of 
recorded information on existing and registered small businesses in the chosen 
geographic area.  Some small businesses are informal and thus not required to be 
registered, thereby making it difficult for the researcher to obtain accurate statistics. 
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3.5. THE MEASURING INSTRUMENT AND DATA ANALYSIS 
According to Collis and Hussey (2003) there is a range of tools that are used to collect 
research data, namely: focus groups, structured interviews, diaries, observations and 
questionnaires, to mention a few.  The authors have also advised that structured 
interviews and questionnaires are the most commonly used research methods (Collis & 
Hussey, 2003). 
 
For the purpose of the current research study, a questionnaire was used as a method of 
collecting the primary data from the selected sample group.  According to Gay, Mills and 
Peter (2010) measuring instruments are the tools that are used for collection and 
quantifying of data or to score a subject’s performance.  The authors further stated that 
there are different types of instruments that can be used in research namely: 
 Cognitive – used for measuring intellectual processes like thinking, memorizing, 
problem solving, analyzing and reasoning. 
 Achievement – used for measuring what the audience already knows. 
 Aptitude – used for measuring general mental ability and is usually used in the 
prediction of future performance. 
 Affective – used for assessing individual’s feelings, values, attitudes and beliefs. 
(Gay et.al., 2010). 
 
Collis and Hussey, (2003) defined a questionnaire as a list of carefully crafted questions, 
used to drawing out reliable responses from a chosen sample with the aim of finding out 
what a selected group of participants do, think or feel.  A self-constructed measuring 
instrument based on the literature was used to measure the variables under investigation 
in this study.  A minimum of eight items per variable were asked and they were anchored 
on a five-point Likert scale ranging from (1) strongly disagree to (5) strongly agree. 
 
The questionnaire was divided into two sections, namely:  
 Section A: The research questions 
 Section B: Classification data which represented the demographic information of the 
respondent 
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A survey in the form of a questionnaire was distributed for completion to ninety small 
businesses of which eighty four usable questionnaires were returned.  This translated to a 
93% response rate.  The response rate is presented in Table 3.3 below. 
 
TABLE 3.3: RESPONSE RATE  
 Response Percentage 
Returns 84 93% 
Non-returns 6 7% 
Total 90 100,00% 
Source: Survey Questionnaires 
 
The primary data was collected and analysed using appropriate methods.  According to 
Zikmund et.al. (2010) the application of reasoning to clarify the data that has been 
gathered is referred to as data analysis.  Data analysis is a process where raw data as 
indicated by the respondent is taken, edited, coded, filed and analysed.   
 
In this study data collected was captured in Microsoft Excel to ensure accuracy.  The 
calculations and formulas on the spreadsheet were checked for correctness.  Statistica 
and Excel computer software programs were used to perform the statistical analyses.  
 
3.6.  DATA RELIABILITY AND VALIDITY OF MEASURING INSTRUMENT 
According to Collis and Hussey (2009) reliability is defined as the absence of differences in 
the results if the research were to be repeated. Reliability is often associated with 
positivistic methodological studies due to the fact that the results tend to have a high 
degree of reliability.  On the word of Zikmund et.al. (2010) reliability is a measurement of 
the internal consistency of a measuring instrument.  The extent to which a variable is truly 
responsible for any variance in the dependent variable is referred to as internal validity.  
External validity is referred to as the extent to which the results can be generalised beyond 
the selected sample. (Zikmund et.al., 2010).  As stated by Fabrigar and Wegener (2012) 
when the researcher has a set of variables and suspects that these variables are 
interrelated in a complex fashion a factor analysis is performed.  Zikmund et.al. (2010) 
   
53  
 
concurs that a factor analysis is used to untangle the linear relationships into their 
separate patterns. 
 
Tavakol and Dennick (2011) expressed that it should be observed that the validity of an 
instrument is closely associated with its reliability.   A measuring instrument cannot be 
valid unless it is reliable; however the opposite is true for reliability as the reliability of an 
instrument does not depend on its validity (Tavakol & Dennick, 2011).  
 
In this study the Cronbach’s alpha coefficient will be used to assess the internal 
consistency of the measuring instrument.  On the word of Tavakol and Dennick (2011) it is 
possible to objectively measure the reliability of an instrument using Cronbach’s alpha.  
Cronbach’s alpha is a test reliability technique that requires only a single test 
administration to provide a unique estimate of the reliability for a given test (Gleim & 
Gleim, 2003).  Cronbach’s alpha is the most widely used objective measure of reliability.  
The Cronbach’s calculations consider the inter-correlations amongst the test items and the 
closer a Cronbach’s coefficient alpha is to 1.00 the higher the instrument’s internal 
consistency and reliability.  A measuring scale with a Cronbach’s alpha coefficient of >0.7 
is deemed to be reliable. (Tavakol & Dennick, 2011). 
 
3.7. CONCLUSION 
In this Chapter the research methodology adopted for this study was identified.  The 
Chapter addressed five major features of the research design and methodology. 
Furthermore, the research design, the two main research methodologies were highlighted, 
after which the Positivistic methodology was selected for the purposes of this research.  
Lastly, the sample and sampling techniques, the construction and administration of the 
measuring instrument, data collection, encompassing all the methods used to collect 
primary data and secondary data as well as data analysis chosen were discussed in detail. 
 
In the next chapter the empirical findings of the study will be presented.  The demographic 
information relating to the respondents and their businesses will be summarised. 
Thereafter, the results relating to the validity and reliability of the measuring instrument will 
be presented. 
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CHAPTER FOUR  
THE EMPIRICAL RESULTS 
 
 
4.1. INTRODUCTION 
The previous chapter gave effect to the fourth, fifth and sixth secondary objective, the 
research methodologies were discussed.  The Chapter addressed five major features of 
the research design and methodology. Furthermore, research design, the two main 
research methodologies were highlighted, after which the Positivistic methodology was 
selected for the purposes of this research.  Lastly, the sample and sampling techniques, 
the construction and administration of the measuring instrument, data collection, 
encompassing all the methods used to collect primary data and secondary data as well as 
data analysis chosen were discussed in detail. 
 
The purpose of Chapter Four is to achieve two of the secondary objectives identified in 
Chapter One which will assist in the attainment of the primary objective of the study.  In 
this chapter the empirical findings of the study will be presented.  The demographic 
information relating to the respondents and their businesses will be summarised. 
Thereafter, the results relating to the validity and reliability of the measuring instrument will 
be presented. 
 
4.2. ANALYSIS AND INTERPRETATION OF THE DEMOGRAPHIC INFORMATION 
Section B of the questionnaire requested demographic information relating to the 
respondents and their small businesses.  The demographic information covered the 
following subsections for respondents: gender, age, race, qualifications, tax knowledge, 
position in the business, involvement in business operations, legal structure of the 
business, number of employees and business income. 
 
Eighty four respondents participated in this study.   Demographic information of 
respondents is presented on Table 4.1 below.   From Table 4.1, it can be seen that the 
majority of respondents were females with a 61% representation and males represented 
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39% of the responds.  Most respondents were between the ages of 36 and 45 years 
(47.62%), followed by respondents between the ages of 26 and 35 years (28.57%) and 
between the ages of 46 and 55 years (16.67%).  The age group profile depicts the 
diversity of the maturity levels within the respondents.  The majority of respondents were 
Black followed by Coloureds and the remainder were Foreigners.  This translates into 
72.62%, 22.62% and 4.76% respectively.   The ethnic profile is in line with the ethnic 
diversity of the Nelson Mandela Metropole where by it is depicted that the majority of 
people are Black African followed by Coloureds (STATSSA, 2017). 
 
Table 4.1 illustrates that the majority of the respondents had obtained their matric level 
qualifications, followed by respondents who had less than a matric and thereafter those 
that have obtained diploma qualifications.   The remainder of the respondents had a 
degree qualification (4.76%), no formal education (3.57%) and lastly a post graduate 
qualification (1.19%).  The response rate for matriculants was 48.81%, less than matric 
22.62% and diploma qualifications 19.05%.  In terms of the tax knowledge out of the 
eighty four respondents thirty eight were average followed by twenty three with poor tax 
knowledge and seventeen were good.  This translates to 45.24% of respondents having 
an average tax knowledge, 27.38% were poor and 20.24% had a good tax knowledge.  
There were very few respondents with very good (5.95%) and excellent (1.19%) tax 
knowledge. 
 
It can be seen from Table 4.1 that 93.43% of respondents were owners of small 
businesses while 3.57% were managers.  Similarly the majority of respondents (93.43%) 
were actively involved in the business operations while only 3.57% were not active in the 
business operations.  The latter gives an indication that the majority of the sampled 
participants will be in a better position to give input pertaining their small businesses due 
to the respondents’ active involvement in the business. 
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TABLE 4.1: DEMOGRAPHIC INFORMATION OF RESPONDENTS 
Gender Frequency Percentage 
Males 33 39% 
Females 51 61% 
Total 84 100,00% 
Age group Frequency Percentage 
18 – 25 1 1,19% 
26 – 35 24 28,57% 
36 – 45 40 47,62% 
46 - 55 14 16,67% 
55+ 5 5,95% 
Total 84 100,00% 
Race Frequency Percentage 
Black   61 72,62% 
Coloured 19 22,62% 
Other  (Foreign) 4 4,76% 
Total 84 100,00% 
Qualification Frequency Percentage 
No formal education  3 3,57% 
Less than matric  19 22,62% 
Matric  41 48,81% 
Diploma  16 19,05% 
Degree  4 4,76% 
Post-graduate  1 1,19% 
Total 84 100,00% 
Tax knowledge Frequency Percentage 
Poor 23 27,38% 
Average 38 45,24% 
Good 17 20,24% 
Very Good 5 5,95% 
Excellent 1 1,19% 
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Total 84 100,00% 
Position Frequency Percentage 
Owner 81 96,43% 
Manager 3 3,57% 
Total 84 100,00% 
Active Frequency Percentage 
Yes 81 96,43% 
No 3 3,57% 
Total 84 100,00% 
Source: Survey Questionnaires 
 
From Table 4.2, it can be seen that the majority of the sampled small businesses were 
Close Corporations (CC) followed Sole Proprietors and PTY (LTD) companies.  This 
translated into 39.29%, 22.62% and 19.05% respectively.  The remainder of the small 
businesses was Co-operatives (Co-Op) at 9.52%, Partnerships at 8.33% and other at 
1.19%.  The respondents were asked to indicate how many people they employed in their 
small businesses.  Most of the respondents indicated they have employed between one 
and five employees (63.10%) or between 06 and 15 employees (32.14).  Two (2.38%) of 
the respondents indicated that they have employed between sixteen and twenty five 
employees and another two (2.38%) have employed between twenty six and thirty 
employees. 
 
Table 4.2 illustrates that the majority of the sampled small businesses have a business 
income of between R 50 001 and R 200 000 followed by less than R 50 000 and between 
R 200 001 and R 350 000.  This translates to 33.33%, 30.95% and 14,29% respectively.  
Eleven respondents indicated that their business income is between R 350 001 and R 
500 000 (13.10%), four respondents with business income of more than R 650 000 
(4.76%) and only three indicated business income of between R 500 001 ad R 650 000. 
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TABLE 4.2: DEMOGRAPHIC INFORMATION OF SMALL BUSINESSES 
Legal structure Frequency Percentage 
Sole Proprietor (One owner) 19 22,62% 
Partnership 7 8,33% 
CC 33 39,29% 
PTY (LTD) 16 19,05% 
Co-op 8 9,52% 
Other   1 1,19% 
Total 84 100,00% 
No of employees Frequency Percentage 
01 - 05 53 63,10% 
06 - 15 27 32,14% 
16 - 25 2 2,38% 
26 - 35 2 2,38% 
Total 84 100,00% 
Business income Frequency Percentage 
Less than      R50 000 26 30,95% 
R50 001 - R200 000 28 33,33% 
R200 001 - R350 000 12 14,29% 
R350 001 - R500 000 11 13,10% 
R500 001 - R650 000 3 3,57% 
More than R650 000 4 4,76% 
Total 84 100,00% 
Source: Survey Questionnaires 
 
4.3. DESCRIPTIVE STATISTICS ON THE VARIABLES 
This section presents a summary of responses to section A of the questionnaire.  The 
mean and standard deviation were calculated.  The mean represents the centeredness of 
the data and the standard deviation provides an indication of the clustering of the majority 
of data around the mean.  The larger the standard deviation is, the more the data are 
spread out from the mean.   
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The dependent variable was coded as Tax Compliance (TC) and the independent 
variables were coded as follows: Channels of Communication (CC), Communication 
Frequency (CF), Information Technology Communication (ITC) and Tax Education (TE). 
 
The respondents were asked to rate their levels of agreement with the statements set out 
in the questionnaire and relating to their business.  A summary of the respondents’ 
perceptions of the impact of the independent variables on their businesses will be 
presented in Table 4.3 to Table 4.7. 
 
4.3.1. TAX COMPLIANCE 
Table 4.3 depicts the responses on how the respondents view Tax Compliance in their 
businesses.   Table 4.3 reflects the average responses by providing results for the means 
and standard deviation to individual questions.   
 
Generally, the respondents reported a high degree of confidence in relation to their 
business tax compliance.  The overall mean score for Tax Compliance is 3.89 which 
indicate a satisfactory level.  In other words for each question, there is generally a high 
degree of agreement amongst the respondents.  A significantly high percentage of 
respondents (94%) agreed with item TC01 and only six percent (6%) was neutral.  The 
mean is 4.40, which is larger than the overall mean of the factor, with the standard 
deviation being less than one.  The low standard deviation indicates that there was little 
variation in the responses among the respondents for TC01. 
 
For TC02, TC04 and TC08, the majority of respondents agreed with the statements, 
54.76% respondents agreed for both TC02 and TC04, 52.38% agreed for item TC08.  Also 
33.33% of the respondents disagreed with item TC02 and TC08 while 28.57% disagreed 
with TC04.  The remainder, 11.91%, 16.67% and 14.29% were neutral for the statements 
for items TC02, TC04 and TC08 respectively.  The mean scores were 3.50, 3.62 and 3.48 
respectively for TC02, TC04 and TC08 which are lower than the average mean score of 
the factor.  Furthermore, the standard deviations were 1.23 for TC02 and TC08, 1.24 for 
TC04 which indicates the responses for these items were spread out from the mean.   
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Just above half (54.76%) of the respondents agreed that it is important to submit tax 
returns on time (TC03) while 45.24% neither agreed nor disagreed with this statement.  
The mean for this item is 3.88 and the standard deviation is 0.88 indicating that there was 
little variation in the responses among the respondents for TC03.   
 
Table 4.3 indicates that 73.81% of the respondents agreed with the statements “I notify 
SARS when any of my particulars has changed” (TC05) while 11.90% disagree and 
14.29% were neutral.  The mean score for this item is 3.90 indicating satisfactory levels 
and the standard deviation is 0.95 which indicate that there was some variation in the 
responses among the respondents for TC05.  Lastly, for both TC06 and TC07 there was a 
significant number of respondents that agreed with the statements, translating to 86.91% 
and 83.33% respectively.  Only 7.14% of the respondents disagreed and the remainder 
5.9% and 9.53% respectively were neither agreed nor disagreed.  The mean scores were 
4.14 for TC06 and 4.17 for TC07 which are above the average mean for the factor.  The 
standard deviations were 0.82 and 0.88 respectively indicating that there was little 
variation in the responses.   
 
TABLE 4.3: DISCRIPTIVE STATISTICS ON TAX COMPLIANCE 
Code 
 
Statements 
Disagree Neutral Agree Mean 
STD 
Dev 
TC01 My business is registered with SARS  0%  6%  94%  4.40  0.60 
TC02 
I am aware of my tax obligations and 
responsibilities  33.33%  11.91%  54.76%  3.50  1.23 
TC03 
It is important to submit tax returns on time 
 0%  45.24%  54.76% 3.88   0.88 
TC04 
It is important to make tax payments on time 
28.57% 16.67% 54.76%  3.62  1.24 
TC05 
I notify SARS when any of my particulars has 
changed  11.90%  14.29% 73.81%  3.90  0.95 
TC06 
SARS has updated particulars for my business 
 7.14%  5.95%  86.91%  4.14  0.82 
TC07 
It is important to have an active tax clearance 
certificate for my business  7.14%  9.53%  83.33%  4.17  0.88 
TC08 My business is tax compliant  33.33%  14.29%  52.38%  3.48  1.23 
Average mean: 3.89 
 
   
61  
 
Table 4.4 indicates an average mean score of 3.46 which indicates a satisfactory level of 
the channels of communication that SARS is using.  From Table 4.4 it can be seen that 
53.57% of the respondents agreed that “SARS is using effective channels of 
communication” (CC01) however, 43.43% neither agreed nor disagreed with this 
statement.  The mean for this item is 3.77 which is above the average mean score for the 
variable.  The standard deviation is 0.81 indicating that there was little variation in the 
responses among the respondents for CC01.  For item CC02, less than half of the 
respondents (48.81%) agreed with the statement and only 4.76% disagreed however, 
46.43% were neutral.  The mean score for this statement is 3.58 which is a little bit higher 
than the average mean of the variable.  The lower standard deviation of 0.79 indicates 
little variation in the responses by the participants.  
 
In item CC03, 71.43% of the respondents agreed that verbal communication is important 
when getting information from SARS.  Similarly, 20.24% of the respondents were neutral 
and only 8.33% disagreed with this statement.  The mean for this item is above the 
average mean score and the standard deviation is 1.07 indicating that there is variation in 
responses.  For item CC04, just below half of the respondents (45.24%) disagreed to the 
statement, whereas 26.19% agree and 28.57% neither agreed nor disagreed with the 
statement.  The standard deviation of 1.40 is relatively significant and indicative of the 
variation in responses. 
  
Table 4.4 reflects that 46.43% as well as 47.62% neither agreed nor disagreed with items 
CC05 and CC08 respectively.  However, 34.52% and 39.29% of the respondents agreed 
with the statements while 19.05% and 13.09% disagreed with the statements respectively.  
The mean scores for both items are lower than the average mean for the variable 
however; the means are above three which indicate satisfactory levels for both items.  The 
standard deviation for both items were above one, with CC05 reporting a standard 
deviation of 1.12. 
 
For both CC06 and CC07 30.95% of the respondents agreed with the statements while 
47.62% and 50% of the respondents disagreed.  The remainder of the respondents, 
21.43% and 19.05% respectively were neutral.  For both items the mean is below the 
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average mean for the factor and also below three which indicate unsatisfactory levels for 
both items.  Both items have higher standard deviations of above one and thus indicate 
the responses for these items were dispersed in variation away from the mean.  This can 
also be seen from the large percentage of respondents who disagreed with the 
statements.  Lastly, a significant number of respondents (79.76%) agreed that SARS 
should use local radio stations to share information (CC09).  Only 1.19% of the 
respondents disagreed with the statement while 19.05% were neutral.  The mean for this 
item (4.31) is significantly larger than the average mean score for the factor and the 
standard deviation (0.82) is below one which indicates that there is little variation in the 
responses among the respondents for CC09. 
 
4.3.2. CHANNELS OF COMMUNICATION 
 
TABLE 4.4: DISCRIPTIVE STATISTICS ON THE CHANNELS OF 
COMMUNICATION  
Code 
 
Statements 
Disagree Neutral Agree Mean 
STD 
Dev 
CC01 SARS is using effective channels of communication 0% 46.43%  53.57%  3.77  0.81 
CC02 
I am happy with the channels of communication that 
SARS is using 4.76%  46.43%  48.81%  3.58  0.79 
CC03 
Verbal communication is important when getting 
information from SARS 8.33%  20.24%  71.43% 3.83   1.07 
CC04 
I use the SARS call centre to get information for my 
business 45.24%  28.57%  26.19%  3.11  1.40 
CC05 
I make use of the SARS workshops to get 
information 19.05%  46.43%  34.52%  3.24  1.12 
CC06 
SARS pamphlets and/or written communication 
provides useful information for my business  47.62%  21.43%  30.95%  2.90  1.10 
CC07 
I understand the SARS language and vocabulary 
used in the written communication  50%  19.05% 30.95%   2.99  1.20 
CC08 SARS should use social media to share information  13.09%  47.62% 39.29%  3.43  1.03 
CC09 
SARS should use local radio stations to share 
information  1.19%  19.05%  79.76%  4.31  0.82 
Average mean: 3.46 
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4.3.3. COMMUNICATION FREQUENCY 
Table 4.5 depicts the responses on how the respondents view the frequency of 
communication received from SARS.   The overall mean score for Communication 
Frequency is 3.03 which indicate a satisfactory level.  However it is the lowest average 
mean of all the variables.  It can be seen from Table 4.5 that four of the items (CF04, 
CF05, CF06 and CF08) had mean scores of below three indicating that there is a degree 
of inconsistency on the responses of these statements.  The other four items (CF01, 
CF02, CF03 and CF07) had mean scores that are above the average mean of the factor.  
In items CF01 and CF03, the responses were fairly spread, 38.10% as well as 34.52% of 
the responded agreed with the statements, CF01 and CF03 respectively.  Furthermore, 
32.14% and 39.29% disagreed with these statements while 29.76% as well as 26.19% 
were neutral.  The standard deviation for both items is high and thus indicating the 
responses for these items were dispersed in variation away from the mean.   Over fifty 
eight percent (58.33%) of the respondents have neither agreed nor disagreed with the 
statement in CF02.  Only 3.57% disagreed whereas 38.10% agreed with the statement.   
The mean for CF02 (3.52) is significantly above the average mean for the factor while the 
lower standard deviation of 0.83 depicts little variation in the responses among the 
respondents.  It can be seen from Table 4.5 that 58.33% of the respondents agreed that 
SARS delays in communicating changes (CF04).  However, 16.67% of the respondents 
disagreed with the statement and 25% were neutral.  The standard deviation for this item 
is below one. 
 
Table 4.5 illustrates that 26.19% of respondents agreed with statements in CF05 and 
CF08.  Below forty percent (39.29% and 38.10%) of respondents disagreed with these 
statements respectively while 34.52% as well as 35.71% were uncertain.  Both items have 
lower standard deviations of 0.92 and 0.93 respectively.  For item CF06, only 22.62% 
agreed with the statement whereas more than half of the respondents (53.57%) disagreed 
and lastly 23.81% were neutral.  Finally, over fifty percent (55.95%) of the respondents 
were uncertain with statement CF07, 30.95% agreed and 13.10% disagreed.  This item 
recorded a higher mean score and the lowest standard deviation within this variable. 
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TABLE 4.5: DISCRIPTIVE STATISTICS ON COMMUNICATION FREQUENCY 
Code 
 
Statements 
Disagree Neutral Agree Mean 
STD 
Dev 
CF01 
I am satisfied with the frequency and amount of 
information I get from SARS 
 32.14%  29.76%  38.10%  3.19  1.07 
CF02 
The information that SARS communicates is always 
relevant 
 3.57%  58.33%  38.10%  3.52  0.83 
CF03 
SARS communicates with clients promptly 
 39.29%  26.19%  34.52% 3.15   1.19 
CF04 SARS delays in communicating changes  16.67%  25%  58.33%  2.55  0.94 
CF05 SARS releases information in a timely manner  39.29%  34.52%  26.19%  2.88  0.92 
CF06 
It seems I am the last to find out what changes are 
happening in SARS that affect clients 
 53.57%  23.81%  22.62%  2.80  1.10 
CF07 
I get timely feedback from SARS 
 13.10%  55.95% 30.95%   3.21  0.76 
CF08 
SARS keep to the turnaround times when providing 
feedback  38.10%  35.71%  26.19%  2.90  0.93 
Average mean: 3.03  
 
 
4.3.4. INFORMATION TECHNOLOGY COMMUNICATION 
Table 4.6 indicates an average mean score of 3.08 which indicates a satisfactory level of 
the Information Technology Communication.  From Table 4.6 it can be seen that more 
than 50% of the respondents neither agree nor disagree with items ITC01 and ITC02.  
Above thirty percent, 38.10% and 35.72% agreed with these statements respectively while 
only 5.95% of the respondents disagreed.  The mean scores for both items are above the 
average mean and both statements have lower standard deviations of 0.81 and 0.84 
respectively.  In items ITC03 and ITC04, the responses were fairly spread, 35.72% as well 
as 32.14% of the responded agreed with the statements, ITC03 and ITC04 respectively.  
Furthermore, 44.05% and 29.76% disagreed with these statements while 20.24% as well 
as 38.10% were neutral.  The standard deviation for both items is high and thus indicating 
the responses for these items were dispersed in variation away from the mean. 
 
Table 4.6 indicates that an equal number of just above twenty percent (22.62%) of the 
respondents, some agreed and others disagreed with item ITC05, whereas the majority 
(54.76%) of the respondents was neutral.  The mean for this statement is below the 
average mean score of the variable and the standard deviation is also low at 0.86.  More 
   
65  
 
than forty percent (44.05%) of the responded agreed with the statement that “the SARS 
website makes information easily accessible” (ITC06).  A quarter of the respondents were 
neutral and 30.95% disagreed with item ITC06.  The mean score for the item is above the 
average mean for the factor and the standard deviation is just above one (1.02).  Only 
32.14% of respondents agreed with the statement in ITC07, 34.52% disagreed and 
33.33% were uncertain. 
 
Table 4.6 depicts that 29.76% of the respondents prefer to use the eFiling system (ITC08) 
while only 8.33% disagreed with the statement.  However, the majority of the respondents 
(61.91%) were uncertain.  The mean for this item is 3.35 which is more than the average 
mean score for the factor and the standard deviation is low at 0.94.  The latter indicates 
that there is little variation in the responses among the respondents.  Most of the 
respondents disagreed with the last two statements (ITC09 and ITC10) and just above 
thirty percent (32.14% and 33.33%) of the participants were neutral.  Only a few of the 
participants (7.14% and 26.19%) agreed with these items.  The mean scores for both 
ITC09 and ITC10 are below the average mean for the variable at 2.33 and 2.93 
respectively. The lower mean scores illustrate unsatisfactory levels of both items.  The 
standard deviation for ITC10 is above one indicating that the responses for the item were 
dispersed in variation away from the mean. 
 
TABLE 4.6: DISCRIPTIVE STATISTICS ON INFORMATION TECHNOLOGY 
COMMUNICATION  
Code 
 
Statements 
Disagree Neutral Agree Mean 
STD 
Dev 
ITC01 
Technology enables fast and effective 
communication  5.95%  55.95%  38.10%  3.46  0.81 
ITC02 
Information Technology Communication makes 
communication easier 
 5.95%  58.33%  35.72%  3.43  0.84 
ITC03 I prefer Information Technology Communication  44.05%  20.24%  35.71% 3.24   1.14 
ITC04 
I do business transactions on my cellular phone 
and/or tablet 
 29.76%  38.10%  32.14%  2.82  1.16 
ITC05 
Accessing information through technology is 
challenging  22.62%  54.76%  22.62%  2.95  0.86 
ITC06 
The SARS website makes information easily 
accessible 30.95%  25%  44.05%  3.21  1.02 
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ITC07 
I receive quality information from the SARS website 
 34.52%  33.33% 32.14%   3.06  1.00 
ITC08 I prefer to use SARS eFiling  8.33%  61.91% 29.76%  3.35  0.94 
ITC09 
I use You Tube to get information 
60.71% 32.14%  7.14%  2.33  0.88 
ITC10 
The SARS website is user friendly 
40.48% 33.33% 26.19% 2.93 1.02 
Average mean: 3.08 
 
4.3.5. TAX EDUCATION 
Table 4.7 show results of the descriptive statistics on Tax Education.  The high average 
mean of 3.97 depicts a high degree of consistency in the responses.  There is general 
agreement on the necessity of tax education to improve the tax compliance of small 
businesses. 
 
Most respondents agreed with the statements (TE01, TE02 and TE03).  This translates to 
88.10%, 86.90% and 84.52% respectively.   The mean scores for all these items (4.37, 
4.07 and 4.40) are way above the average mean of the factor and the standard deviations 
are low (0.69, 0.58 and 0.75). This shows that there was little variation in the responses.  
Also, the results show that for items TE04, TE05 and TE07, the standard deviations were 
0.57, 0.62 and 0.66 respectively, meaning that there was little variation in responses. The 
results reported mean scores of 3.88, 3.87 and 3.89 even though the percentage of 
respondents who were uncertain was relatively large, at 22.62%, 26.19% and 27.38% for 
these items.  Furthermore, a relatively large number of respondents (65.48%) were 
uncertain about the statement “SARS responds positively to workshop requests” (TE06) 
and 32.14% agreed.  The mean for this item was 3.43 and a lower standard deviation of 
0.75. 
 
Lastly, items TE08 and TE09 respectively, reported means of 3.95 and 3.90. The standard 
deviations were 0.66 and 0.75 respectively.  The majority of respondents at 78.57% and 
73.81% respectively agreed with these items while only a smaller number (1.19% and 
3.57%) disagreed. 
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TABLE 4.7: DISCRIPTIVE STATISTICS ON TAX EDUCATION 
Code 
 
Statements 
Disagree Neutral Agree Mean 
STD 
Dev 
TE01 Tax education is vital for my business  0%  11.90%  88.10%  4.37  0.69 
TE02 
Tax education provides useful information 
 0%  13.10%  86.90%  4.07  0.58 
TE03 
SARS should provide tax education to clients when 
they register the business  0%  15.48%  84.52% 4.40   0.75 
TE04 
I prefer interactive SARS workshops  
 0%  22.62%  77.38%  3.88  0.57 
TE05 
Tax education has a positive impact in meeting my 
tax obligations  0%  26.19%  73.81%  3.87  0.62 
TE06 
SARS responds positively to workshop requests 
 2.38%  65.48%  32.14%  3.43  0.75 
TE07 
Tax education helps me to improve the tax 
compliance for my business 
 0%  27.38%  72.62%  3.89  0.66 
TE08 
Topics presented must be based on taxpayer 
requests  1.19%  20.24%  78.57%  3.95  0.66 
TE09 
The content of the presentation must be suitable to 
the taxpayers needs 
 3.57%  22.62%  73.81%  3.90  0.75 
Average mean: 3.97 
 
4.4. VALIDITY AND RELIABILITY OF THE MEASURING INSTRUMENT 
In order to determine the internal consistency regarding the reliability of the measuring 
scales Cronbach’s alphas were computed for all variables.  The initial step in the data 
analysis process was to measure the internal reliability of the measuring instruments by 
means of Cronbach alpha coefficients. The results, reported in Tables 4.8 to Table 4.12 
showed that all the variables returned alpha values of more than 0.70, which are regarded 
as reliable. 
 
The Pearson’s Correlation was carried out in this study to assess whether there is a 
relationship between two or more variables.  According to Chowdhury (2009), the 
Pearson’s Correlation coefficient will illustrate the 99 direction of relationship of the 
variables as well as the strength of the relationship between the variables.  Pearson’s 
product moment correlation is a technique that is used for examining relationships 
between variables, and the correlation coefficient (r) ranges between -1.00 and +1.00 
   
68  
 
(Mendenhall & Sincich, 2012).  The closer the coefficient is to 1 the stronger the 
relationship, and the closer it is to 0, the weaker the relationship (Bryman, 2012).  
  
 
Chowdhury (2009) provides the following guidelines for interpreting a correlation 
coefficient:  
 
 -1.0 to -0.5 Strong negative relationship;  
 -0.5 to -0.3 Moderate negative relationship;  
 -0.3 to -0.1 Weak negative relationship;  
 -0.1 to 0.1 None or very weak relationship 
 0.1 to 0.3 Weak positive relationship; 
 0.3 to 0.5 Moderate positive relationship; and 
 0.5 to 1.0 Strong positive relationship.  
 
 
4.4.1. TAX COMPLIANCE 
The overall Cronbach score for the dependent variable, Tax Compliance, was 0.92 which 
confirms validity within items in this factor.  Table 4.8 shows scores of 0.90 – 0.92 for the 
items measured with item TC05, returning a score of 0.92.  However, on the word of 
Tavakol and Dennick (2011) a high value of alpha (>0.90) may suggest redundancies and 
that the test length may be shortened.  All eight items relating to Tax Compliance depicted 
a strong positive relationship. 
 
TABLE 4.8: VALIDITY AND RELIABILITY OF TAX COMPLIANCE 
Code 
 
Statements Item 
Correlation 
Alpha 
Values 
TC01 My business is registered with SARS 0.75 0.91 
TC02 
I am aware of my tax obligations and responsibilities 
0.90 0.90 
TC03 
It is important to submit tax returns on time 
0.93 0.90 
TC04 It is important to make tax payments on time 0.90 0.90 
TC05 I notify SARS when any of my particulars has changed 0.64 0.92 
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TC06 
SARS has updated particulars for my business 
0.76 0.91 
TC07 It is important to have an active tax clearance certificate for my business 0.69 0.92 
TC08 My business is tax compliant 0.89 0.90 
Total Cronbach: 0.92 
 
4.4.2. CHANNELS OF COMMUNICATION 
Table 4.9 illustrates that the variable, Channels of Communication reported a very high 
total Cronbach score of 0.87 with all items scoring above 0.80 indicating reliability of the 
measurement.  The Pearson correlation score for most of the items ranges from 0.52 to 
0.88 indicating that there is strong inter-relatedness within the items.  Item CC09 was an 
exception as it reported a Pearson correlation of 0.24 and thus a weak positive 
relationship.   
 
TABLE 4.9: VALIDITY AND RELIABILITY OF CHANNELS OF COMMUNICATION  
Code 
 
Statements Item 
Correlation 
Alpha 
Values 
CC01 SARS is using effective channels of communication 0.71 0.86 
CC02 I am happy with the channels of communication that SARS is using 0.74 0.86 
CC03 Verbal communication is important when getting information from SARS 0.52 0.88 
CC04 I use the SARS call centre to get information for my business 0.80 0.85 
CC05 I make use of the SARS workshops to get information 0.75 0.86 
CC06 
SARS pamphlets and/or written communication provides useful information for 
my business 0.88 0.84 
CC07 
I understand the SARS language and vocabulary used in the written 
communication 0.88 0.84 
CC08 SARS should use social media to share information 0.80 0.85 
CC09 SARS should use local radio stations to share information 0.24 0.90 
Total Cronbach: 0.87 
 
4.4.3. COMMUNICATION FREQUENCY 
Eight items (CF01, CF02, CF03, CF04, CF05, CF06, CF07 and CF08) were developed to 
measure Communication Frequency, alpha values ranging from 0.84 to 0.90 were 
reported, depicted in Table 4.10.  A score of 0.70 and above indicates that there is a 
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strong internal consistency between the items.  Item CF04 reported a weak positive 
relationship whereas all the other items reported a strong positive relationship with 
Pearson scores ranging from 0.62 to 0.88. 
 
TABLE 4.10:  VALIDITY AND RELIABILITY OF COMMUNICATION FREQUENCY 
Code 
 
Statements Item 
Correlation 
Alpha 
Values 
CF01 
I am satisfied with the frequency and amount of information I get from SARS 
0.88 0.84 
CF02 
The information that SARS communicates is always relevant 
0.83 0.85 
CF03 
SARS communicates with clients promptly 
0.86 0.84 
CF04 
SARS delays in communicating changes 
0.39 0.90 
CF05 SARS releases information in a timely manner 0.74 0.86 
CF06 
It seems I am the last to find out what changes are happening in SARS that 
affect clients 
0.69 0.87 
CF07 I get timely feedback from SARS 0.62 0.87 
CF08 
SARS keep to the turnaround times when providing feedback 
0.85 0.85 
Total Cronbach: 0.88 
 
4.4.4. INFORMATION TECHNOLOGY COMMUNICATION 
A Cronbach’s alpha value of 0.86 for this construct for Information Technology 
Communication was returned.  It can be observed from Table 4.11 that all the items 
reported high Cronbach values.  Therefore, the reliability within this construct was strong.  
However, for the Pearson correlation seven out of the ten items (ITC01, ITC02, ITC03, 
ITC06, ITC07, ITC08 and ITC10) reported higher scores showing that there is strong inter-
relatedness within the items.  Both items ITC04 and ITC09 reported Pearson correlation 
score of 0.46 and 0.39 respectively, which depicts a moderate positive relationship.  
Lastly, it can be seen from Table 4.11 below that ITCO5 shows a weak positive 
relationship at 0.01 Pearson correlation score. 
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TABLE 4.11:  VALIDITY AND RELIABILITY OF INFORMATION TECHNOLOGY 
COMMUNICATION  
Code 
 
Statements 
Item 
Correlation 
Alpha 
Values 
ITC01 
Technology enables fast and effective communication 
0.78 0.83 
ITC02 
Information Technology Communication makes communication easier 
0.78 0.83 
ITC03 I prefer Information Technology Communication 0.90 0.81 
ITC04 
I do business transactions on my cellular phone and/or tablet 
0.46 0.87 
ITC05 
Accessing information through technology is challenging 
0.01 0.89 
ITC06 
The SARS website makes information easily accessible 
0.84 0.82 
ITC07 I receive quality information from the SARS website 0.82 0.82 
ITC08 I prefer to use SARS eFiling 0.79 0.83 
ITC09 I use You Tube to get information 0.39 0.86 
ITC10 The SARS website is user friendly 0.78 0.83 
Total Cronbach: 0.86 
 
4.4.5. TAX EDUCATION 
The questionnaire contained nine items that intended to measure the factor Tax 
Education.  All the nine items produced alpha values of between 0.88 and 0.91, with the 
overall alpha for the factor being 0.90, which translates to a strong inter-relatedness within 
the factors.  The alpha values are shown in Table 4.12 below.  The Pearson correlation 
score for all the items ranges from 0.60 to 0.86 indicating that there is strong inter-
relatedness within the items.   
 
TABLE 4.12:  VALIDITY AND RELIABILITY OF TAX EDUCATION 
Code 
 
Statements 
Item 
Correlation 
Alpha 
Values 
TE01 Tax education is vital for my business 0.75 0.89 
TE02 Tax education provides useful information 0.81 0.89 
TE03 
SARS should provide tax education to clients when they register the 
business 0.80 0.89 
   
72  
 
TE04 I prefer interactive SARS workshops  0.66 0.90 
TE05 
Tax education has a positive impact in meeting my tax obligations 
0.79 0.89 
TE06 SARS responds positively to workshop requests 0.60 0.91 
TE07 
Tax education helps me to improve the tax compliance for my business 
0.86 0.88 
TE08 
Topics presented must be based on taxpayer requests 
0.75 0.89 
TE09 
The content of the presentation must be suitable to the taxpayers needs 
0.78 0.89 
Total Cronbach: 0.90 
 
4.5. PEARSON’S CORRELATION COEFFICIENTS 
 
TABLE 4.13:  PEARSON’S CORRELATION COEFFICIENTS 
 FACTOR 1 2 3 4 5 
1 Tax Compliance 1.0000 0.5550 0.4943 0.3546 0.2070 
2 Channels of Communication 0.5550 1.0000 0.6448 0.4527 0.5184 
3 Communication Frequency 0.4943 0.6448 1.0000 0.6431 0.1970 
4 Information Technology Communication 0.3546 0.4527 0.6431 1.0000 0.2528 
5 Tax Education 0.2070 0.5184 0.1970 0.2528 1.0000 
Bold = p<0.05 
 
It can be seen from Table 4.13 that the independent variables Channels of Communication 
(r = 0.5550), Communication Frequency (r = 0.4943), Information Technology 
Communication (r = 0.3546) and Tax Education (r = 0.2070) are all significantly (p<0.05) 
and positively correlated with the dependent variable Tax Compliance.  Although these 
positive correlations are significant, most of the r-values reported indicate moderate or 
weak associations between these independent variables and the dependent variable.  The 
independent variable Channels of Communication with r = 0.5550 indicate a strong 
positive relationship with the dependent variable.  
 
Furthermore, the findings show that the independent variables are all positively and 
significantly correlated with each other.  Table 4.13 illustrates that the highest correlation 
was observed between Channels of Communication and Communication Frequency with 
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an r-value of 0.6448 being returned.  This r-value can be interpreted as representing a 
strong positive relationship between these two factors.  Similarly, there is a strong positive 
relationship between Communication Frequency and Information Technology 
Communication with r-value of 0.6431 being returned. 
 
The correlations between the other independent variables all reported r-values greater 
than 0.1 but less than 0.5, indicating moderate and weak positive associations between 
these variables. 
 
4.6. CONCLUSION 
In this chapter the empirical findings of the study were presented.  The demographic 
information relating to the respondents and their businesses were summarised.  
Furthermore, the results relating to the validity and reliability of the measuring instrument 
were presented.  Lastly, the Pearson’s Correlation was carried out to assess whether there 
is a relationship between two or more variables.   
 
The next chapter will be the last chapter of the study and a summary of all the preceding 
chapters will be presented.  The empirical results will be summarised, conclusions will be 
drawn from the analysis of the results. Recommendations will be made based on the 
findings.  The contribution made by the study will be highlighted. The limitations and 
possible future research areas will also be provided. 
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CHAPTER FIVE 
THE SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
 
5.1. INTRODUCTION 
The previous chapter presented the empirical findings of the study.  The demographic 
information relating to the respondents and their businesses were summarised. Thereafter, 
the results relating to the validity and reliability of the measuring instrument were 
presented and lastly the Pearson’s Correlation was carried out to assess whether there is 
a relationship between two or more variables.   
 
Chapters Two provided the theoretical background to the study while Chapter Three 
described the research methodology that was followed in this study.  The fourth chapter 
provided the basic descriptive statistics.  The final secondary objective, as stated in 
Chapter One, that was needed to attain the primary objective of the study, was to provide 
a holistic overview of the study.  Therefore a summary of all the preceding chapters will be 
presented.  The empirical results will be summarised, conclusions will be drawn from the 
analysis of the results. Recommendations will be made based on the findings.  The 
contribution made by the study will be highlighted. The limitations and possible future 
research areas will also be provided. 
 
5.2. OVERVIEW OF THE STUDY 
Chapter One provided an introduction to the study; the problem statement as well as the 
research objectives were presented.  South Africa has a high rate of unemployment and 
as result of unemployment more South Africans are embarking on self-reliance strategies 
by starting their own businesses.  In other words more people are realising that in order for 
them to survive in the stringent economic times, one need to make use of all the resources 
within their control.  More people are becoming entrepreneurs and thus creating 
employment for other South Africans.  It is for this reason that the government has 
acknowledged the importance of the small business segment.  However this has brought 
about some challenges with regards to tax compliance.  In South Africa within the Eastern 
Cape there is a vast difference in customer base, with some taxpayers being illiterate the 
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non-compliance challenge becomes rather a critical focus.  The limited tax knowledge 
within the small business sector as well as the complex tax language has contributed to 
small businesses being tax non-compliant.   
 
In light of the above, it was clear that research into the area of small businesses with 
regards to improving tax compliance was required.  The problem statement of this study 
was thus to explore ways to improve tax compliance for the small business segment by 
investigating the determinants of effective communication.  Emphasis was on investigating 
the influence of communication channels, communication frequency, information 
technology communication and tax education on tax compliance. 
 
 
5.2.1. RESEARCH OBJECTIVES 
5.2.1.1. Primary Research Objective 
The primary objective of this study was to identify the variables to improve tax compliance 
for the small business segment by investigating the determinants of effective 
communication. 
 
5.2.1.2. Secondary Research Objectives 
The following secondary objectives were formulated in order to give effect to the primary 
objective of this study: 
SO1: To conduct a critical literature review to obtain information on the variables 
being explored 
SO2: To provide an overview of the small business segment 
SO3: To provide an overview of the importance of tax compliance  
SO4: To identify and implement the appropriate research methodology and 
research methods for the study in order to assist the achievement of the 
overall primary objective 
SO5: To construct a questionnaire for collection of empirical data 
SO6: To distribute questionnaires to small business owners 
SO7: To capture the data on Excel computer software programme 
SO8: To analyse the data using a computer software programme 
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SO9: To interpret results and draw conclusions  
SO10: To present recommendations based on the findings 
 
Table 5.1 below illustrates the chapters in which the secondary objectives were achieved. 
 
 
TABLE 5.1:  SECONDARY OBJECTIVES OF THE STUDY AND RELEVANT 
CHAPTERS 
 
 
5.2.2. LITERATURE REVIEW 
A literature review was undertaken and discussed in detail in Chapter Two.  Chapter Two 
focused on the overview and the importance of the small business sector.  The small 
businesses were defined and the important contribution they have on the economy was 
discussed.  Challenges facing small businesses were also highlighted. 
 
 
Secondary Objectives 
Chapter in which 
objectives were 
achieved 
To conduct a critical literature review to obtain information on the variables 
being explored 
 
Chapter Two 
 
To provide an overview of the small business segment Chapter Two 
To provide an overview of the importance of tax compliance 
Chapter Two 
To identify and implement the appropriate research methodology and 
research methods for the study in order to assist the achievement of the 
overall primary objective 
 
Chapter Three 
 
 
To construct a questionnaire for collection of empirical data Chapter Three 
and Annexure A 
To distribute questionnaires to small business owners Chapter Three 
To capture the data on Excel computer software programme 
Chapter Three 
To analyse the data using a computer software programme Chapter Three 
and Four 
To interpret results and draw conclusions  Chapter Four and 
Five 
To present recommendations based on the findings 
Chapter Five 
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Furthermore the chapter provided an overview of the importance of tax compliance as well 
as the factors affecting the tax compliance level of small businesses.  Lastly the theoretical 
framework to be used in this study as well as the hypothesis to be tested was presented. 
 
For the purposes of this study a small business is a business registered with SARS for any 
tax and that had a turnover of R20 million or less.  This amount coincides with the limit to 
qualify for income tax purposes, as a “small business corporation” in terms of section 12E 
of the Income Tax Act No. 58 of 1962 (SARS, 2016a).  This study regarded a small 
business as including micro and “medium-sized” businesses and therefore incorporated 
the terms Small and Medium Enterprise (SME) and Small, Medium and Micro-enterprise 
(SMME) into this definition. 
 
The small business sector is growing rapidly worldwide.  It has been noted that the small 
business sector plays a crucial role in the social as well as the economic development of 
the country.  Similarly, SMMEs are considered as important to the growth and stability of 
the economy.  Small businesses were considered to have the potential to enhance 
economic growth, creating jobs, assisting large businesses in the distribution of goods and 
services, and stimulating competition in the economy.  Despite their contributions, SMMEs 
face several challenges including a lack of managerial skills and training, access to 
resources, infrastructure, and finance as well as high costs of regulatory compliance. 
 
Furthermore, Chapter Two highlighted the importance of tax compliance and the factors 
influencing tax compliance.  Tax compliance is a complex term to define, however a 
taxpayer may be considered to be non-compliant if a taxpayer fails to meet any of the tax 
obligations.  Various studies indicated that tax compliance among small businesses is 
poor.  Several factors that affect the tax compliance small businesses were highlighted 
namely; complex filing procedures, multiple taxation, high tax rates, and lack of proper 
enlightenment.  It is the opinion of small businesses that the burden of complying with tax 
regulations has increased; this perception has resulted in negative tax morale.  Tax 
compliance has commonly been divided into the wider behavioural approach which 
incorporates both fiscal psychological and social approaches and the economic deterrence 
approach. 
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Lastly, the below theoretical model was proposed in Chapter Two. 
 
FIGURE 5.1: PROPOSED THEORETICAL MODEL: FACTORS INFLUENCING TAX 
COMPLIANCE 
 
 
Independent Variables     Dependent Variable 
 
 
 
  
 
 
 
 
 
 
 
  
 
(Source: Researcher’s own construction) 
 
Four determinants of effective communication served as the independent variables, while 
Perceived Success of Tax Compliance served as the dependent variable.  The model 
hypothesised that the four determinants of effective communication have a positive 
influence on the Perceived Success of Tax Compliance.  A full discussion on these 
variables was presented in Chapter Two.   
 
 
5.2.3. RESEARCH DESIGN AND METHODOLOGY 
Chapter Three gave effect to the third, fourth and fifth secondary objective, research 
methodologies were identified and discussed.  Chapter Three highlighted the research 
 
Communication Channel 
Information Technology 
Communication  
 
Perceived Success of Tax 
Compliance 
 
Communication Frequency 
 
Tax Education  
H1 
H2 
H3 
H4 
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methodology adopted in this study, as well as the data collection process, and finally how 
the data was analyzed.   
 
The current study adopted the positivistic research methodology as relationships were 
tested as well as it emphasised the quantification of the data collected and analysed.  For 
the purposes of this study, a national and international data search was done through the 
library of Nelson Mandela University.  With regards to the population of this study, all small 
businesses in the Nelson Mandela Metropole formed part of the population.  The non-
probability sampling technique was used, in the form of convenience sampling whereby 
the researcher selected readily available small businesses in the Nelson Mandela 
Metropole as participants.  A questionnaire was used as a method of collecting the primary 
data from the selected sample group.  A survey in the form of a questionnaire was 
distributed for completion to ninety small businesses of which eighty four usable 
questionnaires were returned.  This translated to a 93% response rate. 
 
 
The methods of assessing the validity and reliability of the measuring instrument were then 
described.  The reliability of the measuring instrument was assessed by the calculation of 
Cronbach’s alpha coefficients.  Chapter Three also described the statistical techniques 
used to analyse the data collected in this study.  These techniques included descriptive 
statistics and Pearson’s product moment correlations.  In this study data collected was 
captured in Microsoft Excel to ensure accuracy.  The calculations and formulas on the 
spreadsheet were checked for correctness.  Mainly the Excel computer software program 
was used to perform the statistical analyses.  
 
5.2.4. EMPIRICAL RESULTS 
In Chapter Four, an analysis of the demographic information presented in Section B of the 
research questionnaire was discussed and presented, by means of tables.  The majority of 
respondents were females with a 61% representation and males represented 39% of the 
responds.  Most respondents were between the ages of 36 and 45 years, the age group 
profile depicts the diversity of the maturity levels within the respondents.  The majority of 
respondents were Black followed by Coloureds.  Lastly, the majority of the respondents 
indicated having between 1 and 05 employees working in their business. 
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Thereafter, descriptive statistics relating to the sample data was calculated and 
summarised.  The descriptive statistics included the mean and standard deviation.  From 
the descriptive statistics it was observed that the majority of the respondents agreed that 
their businesses were tax compliant. For the independent variables, the reported average 
mean values ranged from 3.03 to 3.97 with the highest mean value being reported for the 
variable of Tax Education and the lowest score reported for Communication Frequency. 
 
Cronbach’s Alpha coefficients were calculated to assess the reliability of the measuring 
instrument.  Coefficients of greater than 0.7 were returned for all variables. This suggests 
that the measuring scales used in this study were reliable.  Finally, the Pearson’s product 
moment correlation was carried out in this study to assess the associations between two 
or more variables.  The independent variables Channels of Communication, 
Communication Frequency, Information Technology Communication and Tax Education 
are all significantly and positively correlated with the dependent variable, Tax Compliance.  
Furthermore, the findings indicated that the independent variables are all positively and 
significantly correlated with each other.  The highest correlation was observed between 
Communication Frequency and Information Technology Communication.     
 
In Table 5.2 the acceptance or rejection of the hypotheses are summarised 
TABLE 5.2: SUMMARY OF HYPOTHESES 
  
Hypotheses Decision 
 
H1 
There is a positive relationship between communication channels and the 
level of tax compliance.  
 
Accepted 
 
H2 
There is a positive relationship between communication frequency and the 
level of tax compliance. 
Accepted 
 
 
H3 
There is a positive relationship between information communication 
technology and the level of tax compliance. 
 
Accepted 
 
 
H4 
There is a positive relationship between tax education and the level of tax 
compliance. 
 
Accepted 
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The sections to follow, will give a summary of the findings for each variable, as discussed 
in the previous chapter. 
 
5.3. INTERPRETATIONS OF THE EMPIRICAL RESULTS  
The primary objective of this study was to identify the variables to improve tax compliance 
for the small business segment by investigating the determinants of effective 
communication.  The results presented in Chapter Four led to the achievement of this 
objective.  Based on these findings, several conclusions and recommendations were 
made, achieving the final secondary objective. 
 
5.3.1. TAX COMPLIANCE 
Generally, the respondents reported a high degree of confidence in relation to their 
business tax compliance.  The overall mean score for Tax Compliance is 3.89 which 
indicate a satisfactory level.  In other words for each question, there is generally a high 
degree of agreement amongst the respondents.     
 
The independent variables are all significantly and positively correlated with the dependent 
variable, Tax Compliance.  Furthermore, the findings indicated that the independent 
variables are all positively and significantly correlated with each other. 
 
5.3.2. COMMUNICATION CHANNELS 
The results indicated a satisfactory level of the channels of communication that SARS is 
using.  It can be seen that the majority of the respondents agreed that SARS is using 
effective channels of communication.  However, the results also revealed that there is a 
need to put more emphasis on verbal communication especially with the use of local radio 
stations.  The independent variable, channels of communication is significantly and 
positively correlated with the dependent variable, Tax Compliance.   
 
Results on descriptive statistics revealed that communication channels are important for 
the perceived success of tax compliance.  Validity and reliability of the Communication 
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Channels variable was proven to be strong, as the results returned Cronbach Alphas of 
between 0.84 and 0.90, meaning there is strong interrelatedness within items. 
 
5.3.3. COMMUNICATION FREQUENCY 
The results indicated a satisfactory level with the communication frequency.  More than 
half of the respondents agreed that SARS delays in communicating changes.  The results 
depicted that there is a degree of inconsistency on the responses of these statements.  
The latter is evident with the high standard deviations that were reported and thus 
indicating the responses were dispersed in variation away from the mean.  The 
independent variable, communication frequency is moderately and positively correlated 
with the dependent variable, Tax Compliance.  The Pearson correlations confirm that 
communication frequency is positively related to tax compliance (r = 0.4943, p < 0.05). 
This means that an increase in CF will lead to an increase in TC. 
 
5.3.4. INFORMATION TECHNOLOGY COMMUNICATION 
The results showed a satisfactory level with information technology communication.  The 
majority of respondents neither agreed nor disagreed with most of the statements relating 
to this variable.  Furthermore, the results depicted that there is a degree of inconsistency 
on the responses and this is evident with the high standard deviations that were reported.  
Thus indicating the responses were dispersed in variation away from the mean.  The 
independent variable, Information Technology Communication is positively correlated with 
the dependent variable, Tax Compliance.   
 
This finding could be attributed to the nature of the sample.  The majority of the sampled 
small businesses operates informally and thus is not technologically inclined.  The results 
confirmed the hypothesis that there is positive relationship between information technology 
communication and tax compliance.  This means that any changes in this variable will 
have a slight effect on tax compliance. 
 
5.3.5. TAX EDUCATION 
There is general agreement on the necessity of tax education to improve the tax 
compliance of small businesses.  The high average mean of 3.97 depicts a high degree of 
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consistency in the responses.  The independent variable, Tax Education is positively 
correlated with the dependent variable, Tax Compliance although the correlation is weak.  
An average inter-item Cronbach’ Alpha score of 0.90 was reported.  In light of the results 
noted above, this study concludes that tax education is critical for the perceived success of 
tax compliance. 
 
5.4. RECOMMENDATIONS  
In accordance with the literature review and the findings from the empirical data obtained 
and analysed in this study, it can be concluded that tax compliance is a function of many 
variables.  Even though the results reported that all independent variables have a 
significant positive relationship with small business tax compliance, previous research has 
proven that there are other variables that have a positive impact on tax compliance of 
small businesses. 
 
It is recommended that small business owners be actively involved in their business 
operations and consistently conduct reviews of the state of their businesses and ensure 
that the tax obligations are met.  It can be inferred from the discussions on tax education 
that knowledge about tax affairs is critical to enlighten the small business owners or 
manager in making sound and informed decisions.  The literature review and the empirical 
findings of the study confirmed the need for tax education for the small business owners.  
It is recommended that SARS should engage small business owners to determine the 
critical training needs.  Furthermore SARS should tailor their presentations to suit the small 
business needs. 
 
Communication channels alone, cannot lead to the perceived success of the small 
business tax compliance.  The small business owners have to be equipped with skills that 
are necessary for understanding the tax language.  The communication frequency as well 
as the information technology communication will play a vital role in ensuring the 
effectiveness of the communication.  It is also recommended that SARS need to be aware 
of the customer base and understand the small business needs.  The insight will assist in 
tailor making the communication so that it is suitable for the intended small businesses.  
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For example, most of the small business that operate in the informal market are likely not 
to make use of technology and therefore SARS will need to make use of alternative 
channels of communication such as local radio stations. 
 
Many small businesses have failed to comply with relevant tax legislation.  Keeping 
records and complying with legislation could prevent unnecessary payment of penalties 
that could be to the detriment of the small business.  Regular monthly reporting assists the 
small business owner to keep track of the business operation as well as tax obligations. 
 
It is recommended that SARS establish strategic partnerships with small business 
development agencies and other related organisations.  These relationships will assist in 
disseminating the tax information as early as when a person registers anew business.  For 
example, when a person registers a new business they can be educated and advised on 
the tax implication and/or obligations.  Taxpayers need not only rely on visiting a SARS 
branch to get information; tax information should be strategically and readily available.  
Lastly, SARS should use these strategic partnerships to arrange tax education workshops 
to address the importance of tax compliance.  The shift in the small business mindset will 
lead to the appropriate tax compliance behaviour.  
 
5.5. CONTRIBUTIONS OF THE STUDY  
The current study has added to the empirical and theoretical body of tax compliance and 
effective communication literature by investigating the relationships between the 
determinants of effective communication and tax compliance in the context of the South 
African small business sector.  Therefore, the study has broadened our knowledge of tax 
compliance as well as the relationship between the determinants of effective 
communication and tax compliance in the small business context.  Furthermore, the study 
has added to addressing the gaps in the current literature relating to the impact of effective 
communication on the small business tax compliance in South Africa.  
 
This study has added to the discussion and research on suitable scales to measure the 
various determinants of effective communication by proposing a theoretical framework and 
developing a measuring instrument suitable for measuring the determinants of effective 
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communication in the South African context.  Also, this study has shown that the scales 
and the interpretation thereof may be influenced by the context in which they are 
administered.  
 
Furthermore, the findings of this study assist small business consultants and small 
business support organisations by providing insights into the tax compliance behaviours of 
SMMEs.  Small business consultants can advise their clients accordingly and small 
business support organisations can adapt training workshops so that the appropriate tax 
compliance behaviours are developed among small business owners.  Furthermore, the 
findings of this study assist SARS in gaining insight into the tax compliance behaviour of 
small businesses.  SARS can tailor the training and/or workshops to develop the 
appropriate tax compliance behaviour.  Also, SARS can adapt their small business 
communication to address the needs of small businesses. 
 
Small businesses play a vital role in the South African economy and are considered to be 
the driving force for economic growth, job creation, competitiveness, and social stability.  
However, small businesses face several challenges amongst others; lack of training and 
managerial skills, access to resources, infrastructure, and finance as well as high costs of 
regulatory compliance.  A lack of research on tax compliance, especially with regard to the 
determinants of effective communication, exists among small businesses in South Africa.  
Not much is known about how effective communication influences the tax compliance 
behavior of SMMEs.  Therefore, this study has added to the body of knowledge on tax 
compliance in general and more specifically the impact of the determinants of effective 
communication. 
 
Lastly, there is a lack of small business databases in the Eastern Cape.  This study makes 
a contribution in that it adds to the creation of a database for small businesses in the 
Nelson Mandela Metropole.  The names of the businesses in which the respondents 
owned can be added to the names of small businesses obtained in similar studies, 
hopefully leading to the creation of a database which future researchers can use. 
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5.6. LIMITATIONS OF THE STUDY AND RECOMMENDATIONS FOR FUTURE 
RESEARCH  
Despite the contributions, this study has several limitations that should be noted which can 
indicate future research areas.  The first limitation is the use of non-probability sampling 
techniques, convenience sampling which introduced a source of potential bias into the 
study.  The findings can thus not be generalised to the entire small business population.  
In other words the results that have been generated from this study need to be considered 
carefully and cannot be used to represent the perception of the entire population of small 
businesses.  Furthermore, this study is limited to small businesses in the Nelson Mandela 
Metropole, and generalising the results to all South African small business may not be 
appropriate.  Future studies should attempt to identify a database from which probability 
samples can be drawn, and include small businesses throughout South Africa. 
 
The demographic profile of the participants was also a factor to consider in this study.  The 
majority of the respondents were from a single ethnic group, and thus not representative of 
all ethnic groups in South Africa.  Future studies should attempt to obtain a more balanced 
representation of the different ethnic groups.  Possibly a comparison could be done to 
observe the differences in the tax compliance behaviour among small business owners 
from different ethnic groups.  
 
The responses in this study were based on the individual responses of the small business 
owners, and were thus based on personal perceptions.  Perceptions may not be accurate, 
and a degree of bias may have been introduced into the findings of this study.  In addition, 
the present study was only conducted among small businesses. Future research could 
consider including other businesses of different sizes. 
 
Despite the limitations mentioned above, the research still provides an overview on the tax 
compliance behavior of small businesses and the impact of the determinants of effective 
communication on tax compliance. 
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5.7. SELF-REFLECTION BY THE RESEARCHER 
This study has afforded valuable insight into the determinants of effective communication 
and the impact thereof on the tax compliance behavior.  Suggestions were made to help 
small business consultants and small business support organisations in identifying good 
training opportunities to develop the appropriate tax compliance behaviour.  This study has 
changed the perception of the researcher about the role of effective communication 
among small businesses.  Effective communication is one of the factors that influence the 
tax compliance behaviour of small businesses.  
 
From a personal perspective, the researcher has attained valuable understanding of tax 
compliance behaviour as well as new skills relating to research methodology, data 
analysis and interpreting empirical results.  The newly acquired skills and knowledge will 
contribute positively to the researchers’ career opportunities. 
 
5.8. CONCLUDING REMARKS 
The last chapter of the study provided a summary of all the preceding chapters.  The 
empirical results were summarised, conclusions were drawn from the analysis of the 
results.  Recommendations were made based on the findings.  The contribution made by 
the study as well as the limitations and possible future research areas were highlighted. 
 
To answer the problem statement, the primary objective of this study was to identify the 
variables to improve tax compliance for the small business segment by investigating the 
determinants of effective communication.   
 
The study has revealed that the determinants of effective communication that were 
identified as independent variables have an impact on the perceived success of tax 
compliance.  In other words, an increase in the independent variable will lead to an 
increase in the level of tax compliance. 
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ANNEXURE A: Cover letter 
 
Dear Respondent  
I am studying towards my MBA (Master in Business Administration) degree at the Nelson 
Mandela University Business School.  I am conducting research on the ways to improve 
tax compliance for the small business segment by investigating the determinants of 
effective communication.  I believe that my study will make an important contribution to 
the understanding of the determinants of effective communication and their relationship to 
improving tax compliance. 
You are part of our selected sample of respondents whose views we seek on the above-
mentioned matter.  We would therefore appreciate it if you could answer a few questions. 
It should not take more than fifteen minutes of your time and we want to thank you in 
advance for your co-operation. 
There are no correct or incorrect answers. Please answer the questions as accurately as 
possible. For each statement, tick the number which best describe your experience or 
perception.  For example, if you strongly agree with the statement, tick the number 5.  If 
you strongly disagree with the statement, tick the number 1.  Tick only one answer for 
each statement and answer all questions please.  Please note also that your 
participation in this study is entirely voluntary and that you have the right to withdraw from 
the study at any stage.  We also guarantee your anonymity and the confidentiality of 
information acquired by this questionnaire. Neither your name nor the name of your firm 
will be mentioned in the study. 
Thank you very much.  
Chuma Nontshinga 
To verify the authenticity of the study, please contact Prof CA Arnolds at 041 504 3825 or 
Cecil.Arnolds@mandela.ac.za. 
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ANNEXURE B: Questionnaire 
 
 
SECTION A 
        
NO. STATEMENT Strongly Disagree --------------- Strongly Agree 
1. My business is registered with SARS 
1 2 3 4 5 
2. 
I am aware of my tax obligations and 
responsibilities 
1 2 3 4 5 
3. It is important to submit tax returns on time 
1 2 3 4 5 
4. It is important to make tax payments on time 
1 2 3 4 5 
5. I notify SARS when any of my particulars 
has changed 
1 2 3 4 5 
6. 
SARS has updated particulars for my 
business 
1 2 3 4 5 
7. It is important to have an active tax 
clearance certificate for my business 
1 2 3 4 5 
8. My business is tax compliant 
1 2 3 4 5 
9. 
SARS is using effective channels of 
communication 
1 2 3 4 5 
10. I am happy with the channels of 
communication that SARS is using 
1 2 3 4 5 
11. Verbal communication is important when 
getting information from SARS 
1 2 3 4 5 
12. I use the SARS call centre to get information 
for my business 
1 2 3 4 5 
13. I make use of the SARS workshops to get 
information 
1 2 3 4 5 
14. 
SARS pamphlets and/or written 
communication provides useful information 
for my business 
1 2 3 4 5 
15. 
I understand the SARS language and 
vocabulary used in the written 
communication 
1 2 3 4 5 
16. 
SARS should use social media to share 
information 
1 2 3 4 5 
17. SARS should use local radio stations to 
share information 
1 2 3 4 5 
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18. 
I am satisfied with the frequency and 
amount of information I get from SARS 
1 2 3 4 5 
19. 
The information that SARS communicates is 
always relevant 
1 2 3 4 5 
20. SARS communicates with clients promptly 
1 2 3 4 5 
21. SARS delays in communicating changes 
1 2 3 4 5 
22. 
SARS releases information in a timely 
manner 
1 2 3 4 5 
23. 
It seems I am the last to find out what 
changes are happening in SARS that affect 
clients 
1 2 3 4 5 
24. I get timely feedback from SARS 
1 2 3 4 5 
25. 
SARS keep to the turnaround times when 
providing feedback 
1 2 3 4 5 
26. 
Technology enables fast and effective 
communication 
1 2 3 4 5 
27. 
Information Technology Communication 
makes communication easier 
1 2 3 4 5 
28. 
I prefer Information Technology 
Communication 
1 2 3 4 5 
29. 
I do business transactions on my cellular 
phone and/or tablet 
1 2 3 4 5 
30. 
Accessing information through technology is 
challenging 
1 2 3 4 5 
31. 
The SARS website makes information easily 
accessible 
1 2 3 4 5 
32. 
I receive quality information from the SARS 
website 
1 2 3 4 5 
33. I prefer to use SARS efiling 
1 2 3 4 5 
34. I use You Tube to get information 
1 2 3 4 5 
35. The SARS website is user friendly 
1 2 3 4 5 
36. Tax education is vital for my business 
1 2 3 4 5 
37. Tax education provides useful information 
1 2 3 4 5 
38. 
SARS should provide tax education to 
clients when they register the business 
1 2 3 4 5 
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39. I prefer interactive SARS workshops  
1 2 3 4 5 
40. 
Tax education has a positive impact in 
meeting my tax obligations 
1 2 3 4 5 
41. 
SARS responds positively to workshop 
requests 
1 2 3 4 5 
42. 
Tax education helps me to improve the tax 
compliance for my business 
1 2 3 4 5 
43. 
Topics presented must be based on 
taxpayer requests 
1 2 3 4 5 
44. 
The content of the presentation must be 
suitable to the taxpayers needs 
1 2 3 4 5 
 
 
 
 
 
        
SECTION B: CLASSIFICATION DATA 
Gender 
Female   Male   
     
     
     
 
Age 
18 – 25 26 – 35  36 – 45 46 - 55 55+ 
 
            
 
  What ethnic 
group do you 
belong to? 
Asian   Black   Coloured   Indian   White   Other   
 
 
            
 
 
Your highest 
qualification 
No formal 
education  
Less than 
matric  
Matric  Diploma  Degree  
Post-
graduate   
             
 
 
Tax knowledge 
Poor Average Good Very Good Excellent 
 
            
 
  Position in 
business  
Owner Manager Other (specify)     
 
           
 
 Actively involved 
in business 
operations 
Yes No         
 
 
            
 
 
Legal Structure 
of the business 
Sole 
Proprietor 
(One owner) 
Partnership CC PTY (LTD) Co-op Other   
 
             
 
 Number of 
employees 
01 - 05 06 - 15 16 - 25 26 - 35 36 - 45 46 - 50 
              
 
 
Business 
income 
Less than      
R50 000 
R50 000 – 
R200 000 
R200 001 – 
R350 000 
R350 001 - 
R500 000 
R500 001 – 
R650 000 
More than 
R650 000 
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ANNEXURE C: Ethics Clearance 
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